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llfl chief .soGks 
us support for 
a last-ditch 
mii^ion to Iraq 

Kofi Annan, United Nations 
ssCT^tary general, under maont- 
mg pressure Sxm Russia and 
France to go to Ba^iiad to tir 
resol ve tto Iraq crisis,, was 
n^it trying to win US supp<^ 
for his last-ditch diplnnatic miai 
sioiL Page 8 ; Living with fbe 
wolf. IS 

TsHsIn backs off pwBs 

Russi an president Boris Ydtsin 

promlsea not to sack any minlo - 

ters when .he delivers- his state of 
•the nation address today.Page 16 

^mia iiy re j e cts ^tycharg— . 

Gcaanany s Intelligence service 
has fqe<^ US eGt*^ thatt^ 

- German govenuneiit is engagi^ 

. ih ecniomic espionage-around 

thewodd. Page ? 

. PlWn^ set to gain in poH : 

'.Tneiaftwing coalition nilihg 
"Preadt since June looks set to 
loosen the opixisitiQa’sgrip on 
focal government in re^onal 

- eteetigns nesct moDtlL Page 2 

Ite.nlnns Jodleial iwfe^ 

•-■llie UK fmvenunent plang tn - 
tiieUsectf jur&incom- 
i'pS^ tend tilals to restore 'public 
.oonlidenee in the prosecution of 
^fll^e^Uar crixcie. Page IQ 

-i^ a ncle s go-twwir ynMt 

..'rae German govenunent 
vjgjftftJied a call tern the leader of 
TS^eddntry's public service and 
tede onion fora 30 - 
1 wr;wee& Page 2 

,! Qfiinte Tbrfce piisnbnis^e ' 

.Ipm.De^tash; theliuhish Cyp^ 
laKlaeder, diamiasedhi^ws tiat 
of <rla£kos GSeilde^ 
would tpen the 

a^lresumiHfopgr&- iinif ^ ^ 

^^Page3 

fiU and ui cm inMsfl ertdis 

teagtesoMfit is cilose between ' 
the EU md US ong “^ v e to iBary • 
eqUiyaleDcy" deal aimed at eak- - : 
h^EU-UStndefrtcCtooygr:;-: ' 
meal Page 6 .''i 

TeiMmibnM'elifif 

Taiwan's cmtial bank l ^ e efee r. ' 
and four- nthftf fianlc- oinnl^ r 


CTCTl Who 
nrw» airt^ft tjafcjwd fe fKa 

narthabi 


SuiMttelrilid. and 
BTM aebtised 
of Oofiporate 
cetTUpflieiii : 

PibeecUtOTs acrased InioxA . 
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Sumitcano and .the Bank of Tdrra 
Mitaiffldshi~.of 

uomgHdon in avriuning Snad- ' 
dm scandm that has hit SeVeh (tf . 
the cbnntryVtdp 20 >»*iir«i. page 
16; Editorial CtmnhSfii ahd 
Observer, page Page 16 

trtetoblea is eocpected to nmiie 
.MQ-WofldCdni df the U$ as its 
new mrat^ie j)artber ftflldwmg 
the coUapoo of Concert, whfadi' 
Ihd^ the Spai^ teiecdtnd 
group with Bilti^ TdlecoDuhuhi- 
(Btitnis aM Pagb 17 

iura t a ii aei i the ^bt-bihtlened 
operator of the Cbamiel tsdinel, 
amiikved itsftet ^Mratoig pro^ 

hers were^bd^^^^^ige 
17; Page W ' 

Kvaamert the A^o^Korweglah 
e n ginem to g and pr o p er ty com- 
pany. is to sdl tof^investmegsi 
propeitito to UK ptq^ertj^ 
pany TBI for lUeiitL 20 

Me geme y w i ri the Untoh tradi^ 
comp^, ptottd a SOLS p^ cent ~ 
nseto herfeaniings for 19^ to 
El 672.im ($U0m):^ khiihimced- 
It was taki^ Sf^ to rndke its - 
shares more a ttentive to ftffag^ 
investor. Page 20 . 


ladanieiaB stidte rose on. 
heavy ^elective tfoyiag ^ specii* 
lative tfil hjvestora deo^.. 
anodier falTln theiiupiaki Page 
17; Wdi^ stocky Page Clnr- 
Toides, Page 27 

l lcrgen Biaaley afg:Sakfmo6 
Brothers have wun^iiaddatoto. 
ad^ite Bxatil's govG^fheht oh ■ 
tiie tole of *^etttoriheieleCQms 
qpenrtOFi eqieetoCtobe 
mdre th^ US^DhU:']^ige IT* 

q^ptofttoduktiim gro&QK'blamed ' 
tepre='tax 
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.OTHE FINANC tAL pMES 


Brussels and 
IMF press 
Suharto over 
rupiah plans 


By Lionel Barber In Brussels 

President Suharto of Indonesia 
yesterday came under iaersasing 
preesure to drop pla^ to peg the 
rupiah against the dollar after 
ihe European Union and the 
International Monetary Fund 
issued a Joint warning that the 
move was premature. 

• After meeting EU min- 

isters in Bmss^ Michel Cam- 
dessus, IMP wiBTiflg TTi g director, 

sain the Tnilmiagian' leader's pIs" 

to create a currency board could 



I^ndeDt Suharto of 
uh^ to drop dollar peg idea 

lead to -fakyrocketing interest 
ratea” and- heavy pressure on 
exchange rale reserves. 

He said a currency board 
^ would '^violate'’ the terms of its 
-$4Sbn resale deal for Indonesia. 
**Zt Is powerful medicine. When 
.the pKsoux is SI. you should not 
km. toe patient with your medi- 
ofaie.*’'.. • .' • •• 

A currency board wordd Intro- 
duce a fixed extoange rate for 
.'the xupiah a^inst toe dollar and, 
’in effect, suspend monetary pol- 
icy. The bpaid would issue cur- 
rency only .when H recelv^ dol- 
lan at a fixed rate. 

As pressure mounted on Mr 
Suharto, toe rupiah fell below 
Rpiaooo to toe dollar - nearly 
twice the level at which the mar- 
ket expects toe government to 
peg.toe cucrency - before recov- 
er^ to fto9.S5&-Bpe,B60. 

• --The. SU . finance ministers' 
doubts are similar to those 


GM chief to examine 
Saab’s recovery plan 


^ *nm Burt In StocKholm 

-T flpfc .Qrriithj hjiairmaTi gf General 

Motors, is this week paying ids 
first visit for five years to Saab, 
the aiUTig Swedish car maker in 
which GM has a 60 per cent 
sta^ At issue is Saab's future, 
fcdtowlng ihounting losses and a 
wtoe^raiigihg zestracturing. 

Mr. Smith will examine toe 
couQiux^s plane for letuniizig to 
profit aw'impFoidzig its market- 
azvd distribixtloa eSbrts. 

Since 1989 - when GM acquired 
.toe stake from Investor, the nmin 
investment vehicle of Sweden's 
Wallenberg business empire - 
Saab has accianulated losses of 
almost SKrl2bn ($1.5bn). This 
numto, Saab blamed heavy devel- 


opment and marketing costs 
associated with its 66 saloon - 
azid its 9-3 sister model - for pre- 
tax losses which deepened from 
SKrLiabn to SKrL83bo last year. 

GM, which took fun manage- 
znent control of Saab nine years 
ago, has so Car invested 61bn- 
S1.2bn in toe Swedish company’ - 
inr.iariing the oilgina] Invssfrsent 
and subsequent product develop- 
ment and restructuring. 

Blr Smito’s visit to toe Troll- 
hatteo b^quartera follows his 
pledge at last month's Detroit 
motor show to concentrate more 
time on GMs European intarfssts. 
Last month, the US group 
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Evidence of IRA link to murders accepted 


expressed to Mr Suharto by Bill 
dintoo. US president, in a tele- 
phone call last Friday. They 
carry additional vrei^t because 
the EU is a big contributor to the 
IMF-led rescue in Indonesia. 

Mr Camdessus confirmed he 
had sent a letter to the Indone- 
sian president warning about the 
risks of going ahead with his 
plan. 

With toe unanimous support of 
toe IMF board, he had told Mr 
SutmrtQ the IMF could cut off its 
rescue programme if he went 
ahead. 

Gordon Brown, UR chancellor, 
who chaired the Brussels meet- 
ing on behalf of the British presi- 
dency, signalled the EU’s deter- 
mination to play a bigger role In 
toe Aslan ftnam r-tai ciisis rather 
than allowing the US to dominate 
the reqionse. 

The chancellor will chair a 
meeting of the Group of Seven 
finance ministers at the weekend, 
nod he is also bolding taika with : 
James Wolfonsohn, president of | 
the World Bank today to rtiannat 
how to offset the effects of the 
collapse of the rupiah. 

Mr Camdessus nffprpfi polittoal 
support. "The EU is the biggest 
shareholder in the IMF. It is a 
major player in toe system. R is a 
major contributor to a solution to 
the crisis." 

Turning to the broader picture. 
Mr Camdessus said toe toiandal 
oisiB appeared to be stabihsizig 
in Asia, with 'good signs" of 
progress in Malaysia and the Phi- 
hppliies. Thailand and Korea also 
showed'tnqnrovemenL 

He cautioned, however, that 
the IMF bad trimmed its latest 
forecasts for world growth from 
4.25 per cent in 1998 to 3J2S per 
cent. Growth in Europe would 
probably likely be trimmed by 
close to 0J2 per cent - in lizie with 
European Commiraioo forecasts. 

However, Mr Camdessus 
. warned that if the crisis was not 
tackled property, it could trigger 
"major systemic conseqimnces". 

Editorial Comment, Page 15 
Gtoerver, Page 15 
Jakarta rlsea. Page 17 




Sinn Fdin leader Gerry Adams, right, with chief negotiator Martin McGuinness yesterday. Mr 
McGuinness warned: ‘We are not going to be put out of these negotiations without a fight* pteuK rmm 

Dublin backs UK aim to 
put Sinn F^in out of talks 


By John Murray Brown in Dublin 

The Irish government last night 
Indicated it would back the UK 
government in seeking Sinn 
F6in's expulsion from the North- 
ern Ireland talks. 

Tte signal came after Mo Mow- 
lam, toe Northern Ireland secre- 
tary. told participants to the 
taikft in Dublin that she agreed 
with the police assessment that 
the ERA was involved in two 
recent murders. 

Bertie Ahem, toe Irish prime 
minister, rejected criticism that 
Sizin F41n. tbe IRA’s political 
wing, would be ousted on tbe 
basis of tbe analysts of tbe Royal 
Ulster Constabulary. He said any 
decdsioo would be based "on tbe 
word of tbe British prime minis , 
ter ~ and I consider him a person 
whose word I listen ta" 

An angry Gerry Adams. Sinn 
F4in president, hit back, saying: 
*1 am absolutely pissed off with 
trying to make this thing work, 
and those who have no interest 
in making it work seize upon two 
men bei^ killed to mcploft it and 
bring this p ro cess down." 


Although Sinn F4in said it 
would flg bt the mo\'e "tooth and 
nail" - with a legal challenge 
being a "live option" - the Brit- 
ish and Irish governments are 
expected to decide later today to 
oust the IRA’s political wing. 

The talks were adjourned last 
night to give Sinn P§ln more 
time to prepare its defence. 

Tbe two governments have tbe 
power to oust any party that 
"demonstrably dishonours" tbe 
rule requiring participants to 
renounce violence for themselves 
and tbe use of violence by their 
paramilitary wings to influence 
the talks. 

At tbe opening session of a 
three-day round of talks in tbe 
Irish capital. Ms Mowlam told 
participants she “concurred'' 
with the RUC's assessment of the 
two killings. 

In Belfast, tbe three men 
arrested in connection with one 
of the murders, that of Bobby 
Dougan, a leading loyalist, were 
efaar^ with murder and posses- 
sion of weapons and remanded in 
custody until March 11. 

Ms Mowlam told the parties tbe 


case against the IRA was based 
on intelligence and evidence 
obtained during the subsequent 
investigation. But she said it was 
“not appropriate" to go into the 
details of the case. 

However, she said forensic evi- 
dence “confirmed" tbe weapon 
used in the other murder, that of 
the drug dealer Brendan Camp- 
bell. was linked to an earlier kill- 
ing claimed by tbe Direct Action 
Against Drugs organisation, 
which security chiefs say is a 
front for toe IRA. 

She said ’ tbe government 
“noted” that toe IRA's statement 
declaring its ceasefire was intact, 
did not expliclUy deny involve- 
ment in the two killings. “These 
considerations clearly raise toe 
question of whether Sinn F6in Is 
any longer entitled to participate 
in these negotiations." 

Sinn Fein seized on tbe govern- 
ment’s refusal to present tbe 
proof of tbe IRA's Involvement to 
challenge what it called a “nynch 
mob of Ulster Unionists led by a 
British government". 

Timetable to suffer. Page 10 
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NEWS: EUROPE 


Bonn rejects US espionage charges 


financial times TUESDAY FEBRUARY 17 1998 


NEWS DIGEST 


By Ralph Atkins in Bonn 

ChaBceilor Helmut Kohl’s 
intelligence service co-ordinator 
has forcefully rejected US claims 
that the German government is 
engaged in economic espionage 
around the world - but warned 
German companies to step up their 
guard against spies from other 
countries. 

Bemd Schmidbauer, minister in 
the chancellor’s department, said 
he was “astounded” by reports by 
agents of the Federal Bureau of 
Investigation suggesting that Ger* 


man economic espionage was wide- 
spread. OfHcjals said his denial 
also referred to reports that a com- 
puter “listening post” near Frank- 
furt was interesting company and 
govenunent networks or databases. 

Mr Sehmidbauer's comments 
Indicated continuing tension 
between the US and Germany over 
aUegatioDs of economic espionage. 
Last year a US diplomat was in 
effect expelled hum Germany over 
the issue. 

A report in the US journal Public 
Administration Review concluded: 
“The Germans have been very 


active and quite successful in the 
field of ecoimmlc espionage”. Ger- 
many's federal InteU^ence services 
has about 6.000 staff aroond the 
world at an annual cost understood 
to be about DMTOOm fS386m). 

Meanwhile, the chancellor’s 
department thought there has been 
a perceptible increase re^ntly in 
economic spying against German 
companies. Mr Schmidbauer told 
the Frankfurter Allgememe news- 
paper that "it is not only east Euro 
pean spies that tap German compa- 
nies’ knowhow to achieve 
economic advantages without 


development costs and thereby 
destroy jobs in Germany.” But o£fi>. 
dais denied that Mr Sehmidbauer’s 
comments were directed at the US. 

Schmidbauer argued that 
Industrial espionage was increas- 
ing as a result of monnti^ worid- 
wlde competition and warned that 
German companies were some- 
times "lelativaly naive ... It is not 
sufficient only to talk and com- 
plain about the technical possibili- 
ties of foreign spies. We also 
undertake concrete steps to protect 
Goman companies. 

“’That includes using encryption 


technology, recognising that seosi- 
tive themes should not be- dis- 
cus^ on the telepbooe and die- . 
connecting an computers carrying 
confidential company data 
■ tel^hone networte”. . 

Mr Sehmidbauer’s comments 
appeared designed to make it 61ear 
economic espionage • was not 
regai^ ss the role of fim state 
intelligmiee services. But senior 
officials admitted they did not 
know how far: German companies 
might be involved in economic 
espionage - without tihe knowledge 
of the-goyemneoL 



30-hour demand 


The GennangovenamgA yesterda y 

the leader of the country’s public serro and^sport .. 

ttade nmon for the intnjdnrtion of a 3(lhow 

Herbert MhL head of the OTVuniom said ml^ 
newspeper tlwt such a move "could us an Imp^^ 

steo nearer the goal of hairing nnempioynient . 

nm^ ia cmrentlr in dispute with the g^wmm^t ^ ■ . 
the pay and of 3.2m puMic sector worte^ 

■ Mr Mai’s emnments reflect growing passurewithm the 
union hiovemeiA and also m the owwsWonSo^ 

Democratic party, £0r wide-ranging cuts m working hours 

asameansoftecaingmassuneinploym^ 

Bat the govenanent made cilear its view tnat 
; .. 1-1 1- fnmwaeo Isbour COStS. 


Oil V. autos in fight over cost of pollution 


Control of car emissions is 
not just an environmental 
issue, report Michael Smith 
and Leyla Boulton 


Curbing the effects ef the ear 


T he European parlia- 
ment will vote tomor- 
row on far-reaching 
anti-pollution measures 
which threaten the oil and 
vehicle industries with tens 
of hiiiinns of doIlars in extra 
costs. The legislation is 
\iewed in Brussels as a test 
of the power of the green 
lobby and it has led to a bat- 
tle of wills between tiie ear 
and petroleum industries 
over who should pay the bill 
Also at stake is the Euro- 
pean parliament’s attempt to 
bolster its authority before 
the European Union finfliiflog 
its policy on air pollution 
targets from the year 2000. 
•European governments 
have already agreed to emis- 
sion measures which they 
think are stricter than any- 
thing in the US and would 
cost more than EctiSObn 
(SSSbnj to implement over is 
years. Parliamentarians 
want to make the rules even 
tougher- 

The competing proposals 
result from an innovative 
pn^ramme, known as "auto- 
oil", which was instigated in 
1692 by the European Com- 
mission, the £U executive, to 
meet World Health Organisa- 
tion standards. 

Auto-oil’s aim was to 
determine environmental 
goals through mdostrial and 
sdentifle research and then 
find the most cost-effective 


way of reaching them. Road 
transport is one of the big- 
gest emitters of pollutants 
such as carbon monoxide, 
nitn^en oxides, benzine and 
ozone. 

The Commission involved 
the vehicle and fuel indtis- 
tries in the programme from 
the start in an attempt to 
avoid the iwfightiwg that had 
characterised specification 
setting in the past. 

After extensive consulta- 
tions, it drew up proposals 
aimed at catting exhaust 
emissions by up to 70 per 
cent from 2000. But hopes of 
unanimity evaporated when 
it emer^ that manufactur- 
ers would have to shoulder 
EcuAlbn of the annual costs 
over IS years, compared wilii 
a bill for the petroleum 
industry of just £cu766ql 

The Commission said that 
guidelines on cost-effective- 
ness left it limited choice 
over which of the two indus- 
tries should bear the brunt 
of the burden. "There was 
little room for manoeuvre," 
said one 

But Acea. the vehicle man- 
ufacturers’ organisation, 
argued that the Commis- 
sion’s approach laid too 
much stress on the effect of 
the package in 2010 rather 
chan earlier in the decade. 

Improving vehicle stan- 
dards has a limited initial 
effect on the environment. 



because existing models 
retain the same technology. 

On the other hand, tight- 
ening fuel standards would 
have an umnediate impact. 
"They should have taken 
into account the effect of the 
measures year by year." said 
Giovanni Margaria. Acea’s 
emissions director. 

Diplomats thought one 
reason the motor industry 
fared badly in the early 
stages of decision-making 
was poor lobbying. 

"Oil has an advantage 
because it only really has 
one product whereas the 
motor manufacturers are 
competing with each other 
head on and have more 
internal divisions." said one 
environmental civil servant 


"But the oil industry was 
more astuta." 

Vriucle-makers have been 
helped, said diplomats, by 
the Influence of giants such 
as Volkswagen, Daimler- 
Benz and BMW in Germany. 
German MEPs in turn are 
active and numerous in the 
European assembly. 

MEPs have been con- 
vinced by the motor indus- 
try’s argument that oil com- 
panies need to implement 
drastic cuts in fuel sulphur 
content to enable the effi- 
cient use of "deDox” technol- 
ogy for cutting nitrogen 
oride. 

Acea’s stance on smlphur 
has irritated oil executives. 
Michel Flohic, deputy gen- 
eral secretary of Europia. 


the European petroleum 
industry association, said 
denox technology is 
unproven and the issue 
should be discussed in a sec- 
ond auto-oil programme in 
which both industries have 
agreed to paitidpate. 

Buropia is also fiercely 
opposed to parliamentarians’' 
demands that indicative 
emission standards proposed 
by EU nations for 2005 
should be compulsory. 

It argned t^t the stan- 
dards should not be hzq^ 
mented until cost-effective 
research proved they are 
necessary'. "We ate arguing 
for the auto-oil methodol- 
ogy." said Mr Flohic. 

Europia is joined in this 
argument by the vehicles 


industry as well as most EU 
governments and the Cmn'^ 

mlBHlnn 

other measures parlla- . 

Tnantariarus may tomor- 

row include inmeaslng the 
surveillance of petrol and 
diesel engines in service, and 
tile introduction of sanctions 
for manufacturers who tail 
to put li^ faults. 

Europia said the . parlia- 
mentary measures would 
more tiian double tiie cost of 
the programme to the petro- 
leom industry to moca then 
EcudObn. fr added that the 
programme would result in 
little benefit tD- tiie-mrviron- 
menL 

Ken rv^ntwie , rhairman of 
the parliamenta^ environ- 
ment committee. Is nniro- 
press^ whh tiiis .argument 
He said: “The ear and oil 
industries have always 
tended to argue that the 
time is not ri^t for ahy- 
tWng Thst is stsidsnl.” • 

Providing he gets dhe su> 
port of more waw wta 
parliamentary' colleagues 
tomorrow, a period of 
intanaa negotiations involv- 
ing MEPs member states 
is in prospect 

The outcome of bargaining 
is impoHKthia to poiadict. Said 
diplomats. However, maior 
parliamentarians -want to 
test their power ahead ctf 
receiving "eo-decislon" 
aotiiority over a wider range - 
of issues, the envi- . 

ronmmit this year or next 
following last year’s EU 
Amsterdam treaty. 

Thetr ultimate «»nHinn is 
to reject a deal. But, sadly 
for the indostries. that 
seems unlikely: 


already too inflexibte. 
■ HUNGARY 


FINANCIAL “TIMES 
Conferences 

THE 21ST ANNUAL FT WORLD GOLD CONFERENCE 
Hotel Rey Juan Carlos 1, Barcelona 
22 & 23 Jane 1998 


For (be pa»i (wo decades (be anaua] FT World Cold confereace has pravided a unique opportunity for decisioo makers througbout 
(be incenmionaJ gold business to meet and review cbe latest maitei trends at (be most authoritative gold isdiuoy event in the world. 

Register early for the 2 1 si conference in this iiaponaai series lo ensure that you join us in celebrating our "coming of age" in Baceloaa! 


■ Cold and the Euro 

• The Cbangiog Pattem of Riyrical Cold Flows ifuoughoui Asia 

• The Role of (be Maitets 

« Mining: Facing up to ibe Price 

• What is the ReaJ >^ue of Gold Shares? 

• Tbe Role of Bullion Banking in (he Future 

• Where are Derivatives Going? 

• Recear Trends in Fund Activity 


WHO SROliLD ATTEND 

Commercial, bullion and invescnieni bankers; central bankers 
and finance ninisuy officials; multilaieral agencies: CEOs of 
major minuig bouses and junior eaploration companies', miiung 
and precious meuls analysts: instinitionai uivrsiora and fund 
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French left set 
to gain ground 
in regional poll 


By Robert Graham In Paris 

The coalition of leftwing 
parties ruling FTance since 
June looks set to loosen tbe 
opposition’s tight grip on 
loc^ government in regional 
elections next month. 

A poll commissioped yes- 
terday by Le Monde and 
TFi. tbe 'TV channel, showed 
the Socialist-led coalition 
picking up 43 ^ cent of tbe 
vote, a margizial improve- 
ment on their perftTrxnance 
during the first round of last 
May’s general election. 

In contrast the RFR and 
UDF. tbe two main rigtit-<tf- 
centiv parties, polled 32 per 
cent, which was sli^tly 
down on their share of tbe 
vote last Btay. 

Tbe opinion poD also high- 
lighted tbe challenge from 
the far-right National FYoot 
of Jean-Marie Le Pen. Sup- 
port for tbe front stood at 16 
I per cent, a considerable rise 
' on tbe 13 per cent won at the 
general election. 

Tbe campaign has only 
! just begun in earnest for the 
March 15 Drst round, with 
candidate lists closing >‘es- 
terday. But the National 
Front may soon have its big- 
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gest opportunity so tar to 
raise its profile. 

If tbe Le Monde poll were 
allied to the result, the left- 
wing coalition could control 
as many as nine cf France’s 
22 regional assembli^, 
instead of two as at jnesent 
Tbe Socialists say they 
would be happy to end up 
controlling ^ or seven 
regions. 

The regional pBriftnrp^nts 
- ranging in size from 43 
members In Limoges to 209 
in the Ile-de-TYance covering 
the Paris region. - are 
dected.l^ propcotioaal rep- 
resentation. At present all 
tbe parties on the right are 
pledged to avoid pre-elec- 
tMal or post-^ectmal deals 
with tbe Ifotiooal S^ont Bat 
commentators believe the 
FYont could the balance 
of power in’ as many as 
seven r^ons. 

The electicns are tbe first 
real test of popular ticking 
for tbe prime minist«, Lio- 
nel Jospin, and hs Socialist 
party after nine memths in 
office. A stroi^ vote will 
increase his autbortty over 
his ofbea contrary idli^ in 
the Communist and Green 
parties, hi several ^aces the 
Greens are nummg sepatate 
lists to retain their Idmttty 
and reinforce grassroots 
bachiDg. 

Mr Jospin also needs to 
bolster his band in comidex 
dealings with President Jac- 
ques Chirac, who has begun 
to recoup some of the pres- 
tige he lost by 
ing in calling year's gsi* 
eral tiection. 

One of the 

will he in tile fie-de-France 
regiem, where Edouard ifana. 
dur. the former conservethm 
prime minister, has wodeed 
bard to create a eomeistone. 
round whidi the RPR and 
UDF can rebuild their shat- 
tered morale. He .'stands 
ageinst Dominique Straoss- 
KahxL tbe Sv^aiiet economy 
minister who is a 

coalition of the left. 

Mtet much hesitation--Mr 
Straoss-Eahn has agreed to 
follow goiddinea laid down 
by Mr Jospin that politicb^-. 
cannot bold more than am 
elected offibe: He said last' 
we& be would' not talm cm 
the regional ' presidency, in' ■ 
the event of vtotory.. 


IMF ends standby deal 

The tatemattonal Monsftary Fund yesterday announ^ 
the end of Its stan^ arrangement with HuimaiT. The 
Fund said tbe Hangman economy was so strong that it 
no longer required outside help. 

Although Hungary never drew a loan from tije 

iiHriar the arraz^ement, agreed in 1996, the $264m credit 
line helped the country obtain credit from other sources. 
Itoi* Alien, MF r^resentative in Budapest said the 

TTiinpariflTi arvwTiTiy could gTow by as znuch as five pa* 
/-grit this year. 

However, Mir Allen warned that current inflation of 

aroint 17.7 pear a year was inhibiting domestte 

investmoit Monthly inflation at three per cent for 
January overshot government predictions of 2.6 per cent. 

Opposttion fftiitirfans have accused the govenunent of 
foelling wiFiflHnn by fi j>gnrifng up to $170m in new 

subsidies, which tiimf say are intaided to boost tbe 
ehances'Of the ruling Sodalist party in the electltms due . 

inMay. 

-Mr Allaidrbw a clear »yg»6r a fl t between Hungary and . 
tile troubled devdegring economies of south-east Asia. He 
m id th e* Hungary's riwaViriai system was”probably the - 
strongest in ti^TernDn”. AstaiolLMSf^ Budapest- 

m CZECH RB^UBLIC 

Deputy PM offers to resign 

.Ttiri CTraKcfcy j the teech deputy prime minister, has . 
afibted. to rerign over a controversy about secret 
donations to his party. 

: ifrSkaUcky, chairman of the Civic Democratic Alliance 
{raiA} party, said yestmtiay he had offered his resignation 
to JosM.Toeavdtit, prime minist^. There was no 
immediate reaction from bfr Tosoysky^ who has been.on a 
emoday working trip in the east the country. 

ODA aaiii last Friday that C172.000 in donations 

to the par^ by a cohpahy registered on the Virgin 
lalands came from donors indading the Czedi steelmaker 
Vitkovlce a.8. acd Gzedt investment fond PPF. 

. Vitkonriee has.denied making any secret donation, to 
ODA. PPP said a Busdan eompaj^ to which it has 
connections Nwd maria a rio»Ml*nri' 

le^ N'ovemha' Ihe government of former 

prime miniirtarr Vaiclav Klaus fdl after his ^vic 
DemoCntic party admitted accepting a donation from a 
Ckedi entr^iteheur whose company had benefited from 
privatiratipn of a-bigsteelworiES: Reuiers^ Pragtie : 

■ TURKISH CRACKDOWN 

Court chwges Kurdish leader 

A Tark lflh pr osecutor yestoday charged Che leadership of 
tbe country’s main Kurdish party with links to separatist 
guerrillas under a legal article that carries a punishment 
of up to 15 years faj jafi. 

The Anatolian news agency said leaders of tbe People’s 
Democracy party (Hadep) were ebatged viVOx ”bemg 
membeis of the sqpaxatist orgaaisatioa". a euphemism for 
tbe Kurdistan Workers parly rebel group. 

^Ankara state seeurify court also ruled that seven party 
leaders, induding Had^ leader Murat Bozlak, diould be 
remanded in custody.” tbe agents said. 

T l e a ding party members were detained by police in the ’ 
cepital last we^ as part of an investigation i nto a party - 
calmda r alleged to promote s^iaratism. Detention orders 
are put for about 50 other party officials. 

Turicey banned another Kurdish party in 1994 and jail ed 
ei^t Kuxdi^ MPs for ties with the guecrSlas, fipVitTng fop 
selfTnle hi tiie mountainous southeast. That case 
ffi^iayed Ankara’s western allies and human li^ts 
critics. - -- 

The European Uniem cited such concerns last mmiith as 
one reason why an application by 'Turk^ to join the EU 
was put on hold. Reuters. Ankara 

■ PbUSH FARM SECTOR 

Can for equal EU support 

Poland wants the European Uhitm to extesid the gam^ 
agricititural siq;iport pc^es to its form sector after 
accession as that eqjoyed by weston European fanners, 
the head of the gaveminemfs EU integration ' 

said, yesterday. . .... 

‘Terming te not an aim where we will want to strike • 

compromises. We wwt the same duties and the sante 
rights, Ryszard Gzaniecki said, adopting a tou^ stance 

ahead of tile start of EU membmsbip talks in six weeks’ 
time. 

ife said he expected PoUmd to beoama an EU mowihBi- 

"six to seven yoBES’ time**. Ttaget sdioiit tbe year 2000,” 

he added, refoning to eariier statements by sdme Polish 
European leaders cm poasihle entry det*'? 

Mr Csarnecki'sremarim on fanidngTeflected concern - 
that Q m OT win want to limit access by Polish fer n5 *>^*" 

^rtaitaB^^’snR^ ^ stnictmal funds once in^e the 
•Ptod*s fam ministry estimates that 2m new jobs 

wOI bam to be gener^ed in rural areas by 3010 if form . 
Dnemployment is to be cut by halt as the structure of 

forming begins to approach that in the European 

Otrist(S>ha-Bobimkz,War^ 

■ ^OVErMN SPY CASE 

Defence chief under pressure 

aoventa*s defence mtateter, Ttt Turn^ 


intd^a agents who sfrayed foto Ooatia. his ministry 
said yesterday. 

The tatdhgence officiala We arrested on January e 

^ crossiiw m 32^ into Croatian tentto^ with their 

van capped with sophisticated electronic surveillance - 
g». The equipment ww not <m whai they crossed the 

^TOfrtvrou hii^ti fled agoots were rdeased^ apparently 

^ was imel^ v*y they arrived at th^ bord^near the 
fte^ianse their schedule had thm in a 
^ffBRan.psat of SJovenia. 

^ that Mc Tnmaelr wraiiM 
to resign in the nest few days. 

. ^Jgjarn^depart^ is nkely bet»trseleadets^the 

^ a membec, have 
AP.Uubtjana 
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NEWS: EUROPE 


French leiie a bond advantage 

Edward Luce looks at th^liajiges Emu will bring to Europe's capital markets 


Cyprus Turks stick 
to their hard line 


' If aaked which vx 
the least risky gbv- 
snunent bond mar^-. 
flT%. ket, most InTestbrs.' 

^onld probably ppt 
for Germany over 
Franc& As the conn- 
try with the most' 
Preparing impressive record on 

for Emu 1°^ inflation and 

— boasting comfqttr 

ably the most inde- 
pendent central Germany is a 
natural favourite amrif^ inves- 

tors. The lower a country’s inflati<m 
rate, the hi^er the real return 
investors derive from hhwiw g a'gov- 
emment’s debt 

However, after European mone-- 
taiy miion next January^ -t h e se cal- 
culations will no' longer tr ^’e 

Since France and- Geimany will 
belong to one currency with one 
pterest rate, the two win also share 
jost one rate of inflation. 

They will also, of cbur^- be subor- 
dinate to just one central hanfc Ger- 
man government bonds. In other 
words, will lose much dt the auto- 
niatlc advantage "they" cuxrehtl'y 
enjoy. 

Does this mean that investors will ' 
treat the two government bond mar- 
kets as one? “In theory, investors 
will still see Germany as sUg'htTy 
less risl^ Pess likely to de&ult on 
its debt] than lYance,** said Brian 
Mooyaart, an independent iinnH ana- 
lyst in London, “But in practice, 
what will matter to investors are. 
things like liquidity and transpar- 
ency, and on many of these measure- 
ments France is.ahead of Germany.” 

Ofncials ' at the Bundesbank in 
Frankfurt have only recently woken 
up to the fact that France has over- 


tidE^Gerinuy ih the soptaist^tlon. 
'With wUdbi'it numages domestic 
govsRuneht .bond markeL 
frt ah a gf eCT TC and. kme would 
say, faisisiehted- drive, the. French 
. treasury hu'bverimuled ifs.domesQc 
market over.'tfae.'lBSt-frve ye^, mak- 
ing-tt onmh' ihora;!^^ for- 

eign investors than^ before. 

' Unlike' Oeimahy^ for example, 
fiance r^mlar!^ issues bon^ in lou- • 
ger-term maturities including 30- 
year debt. Ihis i»‘ovides the investor 
,'mth.a Ibnger'yldd curve, enabling 
i n vest o i m ts'bf. longer durarioo. For 


. France has also been more euro- 
friendly in its foreign debt pro- 
gramme. Mot only did France beat 
Gemany in its plec^e to convert aH 
its domestic debt into euros frtxn 
next Janoa^', but it has also been an 
active borrower In the ecu-denomi- 
nated bond markets. Germany, in 
contrast, has been prevented by 
domestic relations from issuing 
bonds in foreign cuirencies. 

In addition, France - unlike Ger- 
many - boasts a sophisticated strips 
markeL Ttadmg strips - sep^ti^ 
the coupons from tiie principal of 


The French treasury has overhauled its 
domestic niarket, making it much more 
attractive to foreign investors than before 


the pension or insurance fond -man. 
ager. the abilHy to match long-term 
assets with their'lqngiferm liabilities 
js. vital' . • . 

. Similarly, .Fra^e has provided 
more liquidity in ^orter-tierm secu- 
rities such as two-, .three-, four- and 
seven-year bonds. Germany provides 
more liquidity in one-, five- and 10- 
year maturities. 

Liquidity is important for both 
investor and bbirowers because it 
provides greater transparency and 
therefore more accurate pricing tbgn 
pporiy tilled instruments, 
u :“France has a much better devel- 
oped domestic bond market than 
Geimany,*. said Philip Tyson; senior 
international economist at HSBC 
Markets ui London. *It,is all part of 
the battle in Paris to- remain a step 
ahead of Frankfurt” ' • . • 


the bond and selling them as distinct 
securities - provides the investor 
with more choice and makes the 
market more transparwt. Again, 
Germany has belatedly introduced a 
strips maritet but is considered to be 
well behind France.' 

Lastly, the French treasury .has 
develcqied a more investor-friendly 
debt ikiuance pn^ranune by off^ 
ing a clear and well-ilagged govern- 
ment auction calendar. ‘The French 
have really gone out of their way to 
woo investors,” said Mr l^son. 

Does this mean F^nch, rather 
than German, government bonds 
will become the benchmark security 
'after Emu? 

Analysts say that the euro-denomi- 
nated benchmark yield curve is 
likdy to be dominated by Germany 
but could, in the light of recent 


FYeseh efforts, eventually turn out 
to be a combination of the two. 

Because of inconsistencies in their 
fundi n g programmes, both the Ger- 
man and the French government 
bond yield curves have kinks. A 
combination of the two, however, 
provides a smoother and more liquid 
curve. 

Tn two years or seven years the 
benchmark should certainly be 
French bonds,” said Mr MooyaarL 
“But in 10 years it will continue to 
be Germany.” 

For France, the issue is more than 
academic. Although many in the 
bond markets suspect France is sim- 
ply aiming for the political kudos of 
providing the benchmark, there is 
also a material benefit to be derived: 
benchmark issuers can tap debt at 
marginally lower rates of interest 
than their rivals. 

On this, as on so many other 
fronts, France has an artificial 
domestic advantage. Unlike Ger- 
many. or other EU members; France 
looks set to maintain strict limits on 
where its pension and insurance 
ftmds can invest their money. 

They cannot, for example, freely 
buy foreign bonds. This effectively 
locks most of their money into 
Frendi government bonds. One test 
of whether Prance will dominate 
part of the euro benchmark curve is 
whether these restrictions are even- 
tually lifted. 

“If French pension funds are 
allowed to invest in German govern- 
ment bonds, they undoubtedly will,'' 
said an executive at a German bank 
in London. ‘This will deprive the 
French government bond market of 
much of its liquidity and make it 
much less attractive as a result” I 


By Kerin Hope and 
Andreas Hadji pa pas 
SI Nicosia 

Rauf Denktash, the Turkish 
C\*priot leader, yesterday 
dismissed hopes that the re- 
election of Glafkos derides 
as president of Cyprus would 
open the way for a quick 
resumption of UK-sponsored 
talks on re-unifying the 
island. 

In an interview, he warned 
that nest month's formal 
opening of negotiations on 
European Union member- 
ship for Cyprus would bring 
“everything that has to do 
v;ith intercommunal talks to 
a stop". 

Unless Mr Denktash's 
self-proclaimed republic in 
northern Cv'prus is recog- 
nised, be will not participate 
in any talks with the Greek 
Cyiiriots. be said. 

“The Greek Cypriots made 
a unilateral application to 
join Europe. They didn’t con- 
sult us. 'But our economy is 
different politically there is 
no solution and our stands 
isn't equal We’re being pres- 
ented to the EU as a minor- 
ity.” 

Sunday's presidential elec- 
tion was billed as the start of 
a fresh effort to end the 
island’s 23-year partition, 
with the prospect of joining 
the EU. which is overwhelm- 
ingly popular with both 
Greek and Turkish Cypriots, 
acting as a catalyst for 





Denktash: EU objections 

reconciling the two commu- 
nities. In the event, the 78- 
year-old Mr derides won a 
second five-year term with 
50.8 per cent of the vote. 

International envoys from 
the UN, the US and the UK 
are due to make separate 
visits to C>iinJs in the next 
few weeks. As well as trying 
to revive the intercommunal 
talks, which collapsed in 
Switzerland last year, they 
want to dissuade Mr derides 
from carrying out a plan to 
install Russian-supplied air 
defence missiles later this 
year. 

Mr derides will nisn come 
under pressure to make a 
substantive concession that 
would encourage Mr Denk- 
tasb to overcome his objec- 
tions to Turidsh Cypriot par- 


Inflation fears 
may bring curb 
on indexation 


ticipation in the EU acces- 
sion talks. This could take 
the form of an offer to share 
EU financial aid, or an 
agreement to waive the ban 
on exports of fresh produce 
to EU countries from north- 
ern Cyprus. 

But Mr Denktash rules out 
Turkish C^Triot membership 
of the EU unless Turkey 
itself is given a firm invita- 
tion to join. “Otherwise, 
there is no protection for 
us." he said. “Greece is 
already a member and can 
look after tbe interests of the 
Greek Cypriots." 

In a move that underlined 
his hardening position, Mr 
Denktash added that he 
would not meet Sir David 
Hannay. tbe UK envoy who 
represents the presidency of 
the EU, because of the UK 
government's decision to 
introduce a visa requirement 
for Turkish Cypriots. 

To counter tbe Greek Cyp- 
riots' move towards the EU. 
the Turkish Cypriots will 
forge closer economic ties 
with Turkey, he said. A cus- 
toms union will spur exports 
to Turkey, and longstanding 
bureaucratic obstacles to 
movement of capital and 
workers are to be lifted. 

“If only 1 per cent of tbe 
tourists who visit Turkey 
could be diverted to north- 
ern Cyprus, we wouldn't 
need anything more for tbe 
economy to flourish.” he 
said. 


"-rvii , 


By Ralph Atkkts in Bonn . 

Tbe German public’s fears 
about price instability under 
the single currency have led 
the government to consider 
new 1^;^ curbs on indexa- 
tion, a ^st^ wdiidi antd- 
matically links increases in 
salaries and other contracts 
to inflation. 

The aim would be in r^ii- 
cate legal restrictioDS pti 
indexation contained in po^- 
war legislation tirat intro-' 
duced tbeT>-Btok. *.;• 

The initiative led by GQh- 
ter BesFodt. economics mftv' 
ister,. follows wid^rrad 
concern that tiie legislative 
framework beii% .prepared 
for the enro's mtrodiietioh 
next year - which iueliii^ 
no ban cm indnafion — 'will, 
encourage npwa:^ jui^ure 
on prices. 

The association of con- 
sumer organisations says 
the 1948 ban suecessfolly 
secured monetary values 
and -price stability for SO 
years - in' stark ' contrast 
with earlier, h^dy inflatinn- 
ary periods in German, his- 
tory. Its. <*ampaig n tO faave 
the ban reintroduced under 
tbe euro -is also supported by 
the Gmman savings and giro 
hanks ’ association. 

The 1948 l^islation ban- 
ned infla tion index-linkiDg 
except when approval was 
giv*en by the Bundesbank 
under an often lengthy and 
complex procedure. 

Replicating such a systan 
nqcg the euro is IntrodiKed 
might spam pointless unless 
applied across all Emu 
states. Tbe German bante 
association, representing pri- 
vate sector bankers, argues a 


further bm would hinder 
the develt^ment of index- 
•linked finan cial products 
wltidh could offer rigni&ant 
benefits to investors. 

. But a paper prepared by 
tte ecooonucs ministry says 
that ft remains ibyiortaiit for 
price stabltity to Uni.it the 
. scc^ for automatic .U]^rai> 
"ibgs, “witidn the area of 'die 
. federal republic of -Oer- 
nsnyV It proposes that 

m^^ Shmild be 

CTftmptfram £U)y restrict^dbs 
~ but otherwise Its 'approval 
indexation would'. nor-'- 
.. mal^ bg required. 

' The paper goe on:'‘*Belin- 
quishlttg ee basic indexing 
ban would be to send the' 
wrong pbUtic^- signal at . the 
time of fbie -euro's fufrodne- 
tion . . The stability ftie 
euro will ba.fhe task of the 
.. . Eu it^ean C^tral Bank, and 
- 'tiie-goveriiznent is frilly con- 
.. fidept .that the euro will be 
a^-stifole a c ur rency as the 
. IVMafk. But national ihftia- 
.tiyi^;..are also required to 
-' give backing to the '.Euro- 
pean Central bank with the 
g^'of. ensuring price stab'Q- 
"fty!”''-^ ... 

So .far the Bonn justice 
ministry, which has been 
involved in. znuch of tiie- 
' preparation 'to' the launch of 
the euro, bias resisted Mr 
Rexrodt's - arguments. ^.The 
issue has still to . tie .'dis- 
cussed in cabinet 
Tbe. association of. con- 
sumer orgeoiisations says 
the “best solutioii” would be 
a ban at tiie European level 
but a Genhan initiative 
“would-be an important 
push towards previmting the' 
danger of. long-lasting, infla- 
tionaiT tendendes”. 


Why the dark clouds d 
economic uncertainty = 

will soon blow over,;:.. 
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The nF invites essays on topi» 
of interesi to praciltionefs in 
global finance. The dea^ine is 
May 31, 1998. 

♦ S10.000 First Prizfi 
^ $ 5 ,Oo 6 Second Prize 


^tituteof 
^temational 
iinaoce, Inc. 


Jacques de Larosihre 
Essay ON Global 
Finance 

winners will be selected by a jury com^^ 

Toyoo Gvohten iChaimian). 

Baron Alewndrc Larafidussy. Roberto Zahler, 

®" si™e.*rayMo«e. Peter 

William Rhodes, WUliam Clme, and - 

Jacques deLarosiferef«t#c7t?j., -.- t - 
Emrv fonns and coriT*«iuon rules may to 

Uwsicre Essay Compciiiipn. Iretiniie of , . , 

ifliemaiiiKial Finance, 2000 Pennsylvania . 

NW Suite R500. WSshIngtem. D.C3000&. , .. 

■ js)2-a57-3«)0. Fax: 202-775-,l430: _ . 

En»ail:jdIessay@iif.coni. . . . . - 


There hove been dork clouds hovering over Malaysia 
lately. One such cloud has cleared... the haze. 
Yet when we were about to enjoy blue skies again, 
another dork cloud set in... economic uncertainty. 

We Malaysians, however, expect this to clear too. 
in due time. With an optimism that is borne out 
of four decades of incredible economic growth 
the world has been witness to. 

With the perseverance to make changes and sacrifices. 
With the wisdom of solid economic fundamentals 
to see us through. With the determination to do 
everything for the economy to bounce bock. 

And bounce back we will. How can we 
be so bullish about it? Because weVe 
overcome other adversities before. 

And we'll do it again. 

MALAYSIA 
Bullish on Bouncing Bock 
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Magdeburg suffers from pains of transition 


As unemployment rises so does the German town's reputation 
for political extremism. Frederick Stiidemann reports. 

O nce, under eastern a stereotype. “It's all rub- niouitors extremist groups] about tales of rising extreme 
Germany's former bish." said Paul, a close- tells me tbat there are at Ism. If anything, he said 
communist Rovem- cropped apprentice celebrat- most ISO people connected statements from mainstream 


O nce, under eastern 
Germany's former 
communist govern- 
ment, the town of Magde- 
burg was renowTied as “the 
town of heavy machine 
building”. After the fall of 
the Berlin wall, however, 
companies closed, jobs disap- 
peared and Magdeburg ‘is 
winning a new reputation - 
for gang warfare. 

There have been two 
deaths in the past year in 
fights between supposedly 
rightwing skinheads and 
left-leaning punks, as well as 
a steady stream of other. 
noD-fot^ incidents. 

But links between eastern 
Germany's colossal unem- 
ployment. gangs and alleged 
political extremism are con- 
troversial. to say the least. 
Many people in Magdeburg 
argue the city is e;q>erieac- 
ing the same pressures and 
difficulties as tbe rest of Ger- 
many. and that high unem- 
ployment ‘is more likely to 
help the former Communists 
than the extreme rigdiL 
Tbe gangs phenomenon, 
say Magdeburg residents, is 


a stereotype. “It's all rub- 
bish," said Paul, a close- 
cropped apprentice celebrat- 
ing his seventeenth birthday 
with friends and several bot- 
tles of beer on a park bench. 
“Yes, there are certain areas 
where punks shouldn't go, 
and the same For skins, but 
there's no war." 

Much of tbe city's j’outh 
l^ve given up hope of work. 
Today, the big heavy engi- 
neering companies which 
once employed almost half of 
Magdeburg's workforce are 
either gone or reduced. The 
surrounding state of Saxony- 
Anhalt has the highest 
unemployment rate in east 
Germany at 24.7 per cent, 
compared with 22.6 per cent 
for easteni Gennany as a 
whole. 

As unemployment has 
increased, so has Magde- 
burg's reputation for 
extreme-right politics. 

Willi Polte. Magdeburg's 
mayor, claims Magdeburg's 
negative media portrayal is 
unfair. “The Office for tbe 
Protection of the Constitu- 
tion [a federal body which 


monitors extremist groups] 
tells me that there are at 
most ISO people connected 
with extreme-right groups. 
That is out of a population of 
•15.000 young people in the 
city.” 

Henry Reinbold, head of 
tbe police's violent crime 
unit. sa>‘s extremism plays a 
small p^ In the number of 
incidents investigated. “We 
don't overlook it. but in the 
overall conte.xt it amounted 
to around 150 of the 1,400 
cases we had last year." 

A westerner who came 

east, Mr Reinbold sees Mag- 
deburg as little diSerent to 
similar-sized towns in tbe 
west where he says youth 
crime also rose as economic 
prospects worsened and tra- 
ditional values became 
watered down. Where tbe 
east is different is that under 
communism the level of 
state control was considera- 
bly higher. “Youths today 
can do things freely which 
their predecessors would 
never have dared." 

Hendrik Oelze, a social 
worker, is also dismissive 


about tales of rising extrem- 
ism. If anything, he said 
statements from mainstream 
conservative politicians on 
issues such as asylum and 
the role of die Wehrmacht in 
the second world war were 
more rightwing than tbe 
views of the young people be 
meets. 

But he does see a link 
between the collapse of com- 
munism and youth crime. 
“In the past, the state was a 
comprehensive provider of 
services, care and leisure 
activities. Some parents still 
assume the state will step in 
and help with the burden 
child-rearing. Tbey don't see 
their own responsibilities.'’ 

Mr Polte sees thte as peui 
of the need for total change 
which confronted easterners 
since unification. 

“Nothing has remained 
the same. Their personal 
lives, the social environment 
in which they live, and par- 
ticularly work - lt*s all 
changed." 

It is not surprising that 
tensions arise as some 
people find it too difficolt to 




RiotiDg youths in M^debiii^ overtdra a Trabaht during clashes wlOi the anffiorities 


cope, he said. But on the 
whole, easterners have dis- 
played a remarkable flexibil- 
ity and ability to adapt 
P arhapg Tinsnr pr ijdng T y in 

the light of such problems, it 
is not the extreme right but 
the former communist 
of Democratic Socialism 
which is more likely to pros- 
per in state elections this 


Aprfl.. 

Tbe party is already a 
force in local pdhtics. due to 
its “tolerance'’ of a minority 
“red-green” coalition of 
Social Democrats, and 
Greens Ronald Bethge, a 30- 
year-old. uifejnployed brick- 
layer, supports the extreme 
ri^t Deutsche . Nationale 
Allianz, whldi he said will 


look after the -jobless. But 
even he concedes the for 
right will not do well. 

D^ite the talk of gangs 
and i^oontents. one of the 
former CMnmunists' greatest 
advanbiges is that they are 
seen to' offer- a 'radical solu- 
tion while rematnixig r^re 
annifliiy acceptable than tbe 
extreme ri^t 


say Magdeburg residents, is non [a federal body wmcn worker, is also dismissive people nnd it too difficolt to per in state elections this Allianz, whldi he said will ext ramt* right 

Kuchma vents anger French press turns new page 

over gas compames I Several daily papers have boosted circulation and revenue 


Several daily papers have boosted circulation and revenue 


By Oiaries Clover hn Kiev 

Ukraine’s president 
yesterday declared war on 
the natural gas trading com- 
panies which run the coun- 
try’s $6bn gas market. 

Speaking to a gathering of 
the country’s newly-formed 
Anti-Corruption Committee. 
President Leonid Kuchma 
described the behaviour of 
some trading companies as 
“a crime against the state 
and tbe people of Ukraine". 

Mr Kuchma smd “certain 
commercial structures" bad 
imported gas from abroad 
using government guaran- 
tees, only to default on their 
payments. 

This, be said, cost the 
state hundreds of millions of 
dollars. 

He also chaiged that com- 


panies had used legal loop- 
holes to avoid paying taxes. 

Mr Kuchma added that 
some of tbe countr>*’s politi- 
cal parties were being used 
by illegal groups. 

“They icriminalsl want to 
legal^ themselves through 
political parties, which they 
view as a convenient cover 
and an instrument for incit- 
ing people against tbe 
authorities." he said. 

Mr Kuchma went on to 
accuse the former Ukrainian 
government of covering up 
for natural gas traders, who 
have run up huge debts to 
Russia. 

Under a system of gas dis- 
tribution set up by Pavlo 
Lazarenko, whom Mr 
Kuchma sacked up as prime 
minister last July, trading 
companies were each given 


specific geographic regions 
in Ukraine in which to mar- 
ket gas. 

The fuel accounts for one- 
balf of Ukraine's total pri- 
mary energy demand, and is 
mainly Imported from Rus- 
sia and Turkmenistan. 

So for this year, three 
senior government officials 
in the gas Industry have 
been sacked and several gas 
contracts have not been 
renevred. 

Most analysts believe, 
however, tbat the issue of 
gas traders is mainly an 
excuse for Mr Kuchma to 
strike at Mr Lazarenko. 

Since leaving office, Mr 
Lazarenko has form^ a 
political party, which is com- 
peting with Mr Kuchma's 
supporters in parliamentary 
elections in March. 


I By David Owen in Paris 

I t may be the electronic 
age. but these seem 
uncommonly good times 
for tbe French press. 

Liberation, the once 
ground-breaking ieftwing 
tabloid, followed Le Monde 
last week in announcing a 
sharply improved financial 
perfonnance in 1997. 

Tbwards tbe opposite end 
of the political spectrum, Le 
Figaro, rarely a riveting read 
in recent yrears. has pro- 
duced a succession of 
absorbing pieces, starting 
with a widely noticed series 
last month on France's 
involvement in Rwanda. 

“The French daily press is 
in tbe process of recovery,” 
said £vence<3iar]es Coppee. 
manag in g director of Liba- 
tion, which is more than 60 


per cent-owned by Patii§. tbe 
French media group. Tt has 
taken its destiny in hand." 

Liberation, loss-making 
since 1993, managed a net 
profit of FFr7.5m ($1.2m) in 
1997 on turnover of 
FPT463.2m. Revenues from 
both advertising and sales 
rose, with average circula- 
tion climbing to more than 
ISOfiOO copies a day. 

To a huge extent, the turn- 
around reflects a cost reduc- 
tion exerose is^ifemmxted in 
1995 and 1996. These cuts 
have taken their toU: the 
newspaper has not quite 
recovered the originality and 
exuberance it dl^Iay^ in 
the 1970s, when it became a 
byword for intelligent tat>- 
loid journalism. 

Le Monde, also a loss- 
maker for much of the pres- 
ent decade, expects to r^wrt 


an operating profit of nearly 
FFrSOm, after a year it 
recently described as on a 
par wifo Its 

Estimated French circula- 
tion, at 338,500 copies, was 
said to be tiie newspsqier’s 
best perfcamance since 198L 
Advertising revenues are 
also expected to be Well 
ahead of 1996. Anne Cbaus- 
sebourg, esmeutive direcior, 
offered this explanation: 
“Ihe newspaper is better." 

Few would dispute her 
claim that “Le Monde has 
reinstalled itself as the best 
French dally newspaper’’. 
But domestic politics '^pdct, 
it still sometimes gives the 
impression of passing news 
oa to its readers in its own 
good time. 'This is partly a 
consequence of. hitti:^ the 
streets in the early aft^bon 
rather than eariy momhig: 


Ov^ at Le Figaro. Mid^ 
Schifr^, deputy editorial 
director, gairf no conscious 
decision bad been taken to 
try to improve the news 3 >a- 
per’s. quality. The only 
recent initiative was to 
increase r^ohal coverage, 
partly to boost circulation 
outside Paris. Current circu- 
latioD is about 400,000. 

The Tecoveiy has not yet 
ixifiltrat^ every, conier' of 
file dafly press, ^vier Bm*- 
sot. finance director of LHu- 
manita, the ' Cofnmuniri 
da^ 'newi^iaper which la^ 
week breaded readers to the 
text of the Communist piai^ 
Manifostb. said be expected 
tbe company to show a defi- 
cR of FFrfeh-ITx9m in 19OT. 

. “The daily newspaper 
always makes a loss." he 
said. Daily circulation is lUm- 
ning at about 60,000 copies. ' 


Swiss ; ■ 
debate 
use of 
English 

'Qy Waiiam Hall In Zisteh - 

Switzertamd. oftoi desinlbed 
as. a country separated -by 
four languages, is becomfog 
concerned at tbe apparent 
enUmsiesm of a bvge nmn- 
btf of its people to ad<q>t a 
fifth langnage - Riiglteh - 
■as fhetr second form of com- 
numicaiion- 

Ruth Dreifuss, Switzer- 
land's interior minister, has 
termed -a .proposal by the 
canton of Zurich to intro- 
duce .Ensdisb as a coupnl- 
sory second language for 
primary school children as 
'fregrettable". 

Some 63.6 per cent of 
.Swiss speak some form of 
German, 19.2 per cent speak 
FTendi. 7.6 per cent Italian 
.and 0.6 per emit Rhaeto-Bo- 
fwaiieh. In order to foster 
nationa] unity, the Swiss 
school system, which . is 
organised largely at a can- 
tonal level, has ^ways 
encouraged the use of the 
country's four official lan- 
gni^es as second languages 
in primary schools. 

If the German-speaking 
foiiton fji ZurUdi, whi^ is 
the country’s main financial 
and business centre, adopted 
English as its second lan- 
guage in its primary 
sdiools, it would deepen the 
divide with the French- 
speakiug part of Switzer^ 
land, which has increasing 
resented the centralisation 
of financial power in Zurich. 

Mrs Dreifuss said: “The 
richness of Europe lies in Its 
respect for cnltnral variety, 
and as for as 1 concern^ 
the encroachment of En^ish 
In Switzerland is not a sign 
of openness but subrndina- 
! tion." However, recent opin- 
ion polls show that a major- 
ity of Swiss want their 
children to team. Uw gUgh as 
a second language. 

According to . a poll in 
Facts, a weekly nuigaziue, 
60 per cent of German- 
speaking Swiss wonld like 
English to be tanght at 
‘ Sfdiool before French, whfle 
57 per cent of Frenefa-fipeak- 
ers had a similar preference 
for Enfdisb as a second lan- 
gnage ovn* German. 


BUSIHESS OPPORTUNITIES 

READERS ARE RECOUIIENOB) TO SEEK APPROPRIATE PROFESSIONAL ADVICE BEFORE BdERING IHTD COMUmilENTS 


BUSINESSES 

WANTED 


Sail our rang* of 07074 Rersonol Tolephone 
Nuniben, and not only will you inake up to £80 p«r 
sole, but you'll alto enjoy o chore of the low monthly 
ren^. year ofrer y ear. 

What’s more OFTEL hoc stated that in the near 
future all mobile numbers will start with on 07 prefiK. 
So by offering your customers their choice of 07 preHs 
mebH e numbers now, vou'H be moUng huge prMits 
from today and for yean to come. 

To become on 07074 mobde number retailer coll us 
now on 


07074 MOBILE 

(662453) 


THt PERSONAL 
NUMBER eOMPAPyv Wi^c I 


COMMERCIAL PROPERTY 
INVESTMENT COMPANIES 

Substantial funds available to purchase shares of 
Companies with or without Tax liabilities. 

UP TO £25 MILLION AVAILABLE IMMEDIATELY 
Speedy decisions offered and early completions if required 
All replies In confidence to 

Mr C Xrieger, Managing Director, Petchey Properties Pic 
Exchange House, 13-14 OementS Gturt Gements Lane. flfercL K31 2QY 
Telephone: 0181 252 8000 Fax: 0181 252 8080 

LISTED SHELL COMPANY 

3.25m Cash Available 

Seeks Private Company Hlth profiis 
of circa £lm+ for Re*.-erse Takeover 
Full Board conuol avalinbie. 

Write to: Box B5096. FiiuuieiaJ Times. 

One Senthwazk Bridge, Leaden SEl 9aL 


I^esUge (hme fishing Tackle 500L I 
SMEConsuJiancy I50k 

Grid Prospecunj S5L 

Film Finance Compaav 400k 
PronMiional S^' Pnduns SOk 

Visual Business Planner 3S0k 
Ladies Only Fitness Cubs 2SQk 
Exotic Travel Guides 50k 

Itaam Kipafi /taarv ba tu a tm 

(wUr|«eal9cspiid \fCSiwt*>tbbtlMth 
piMf 4 ame lAr CBOvpmMiin CMcrmn/. 


eggn CAPITAL INVESTORS soti^n' fcf 
highly qualirteu drnamic DiatecM 
phanna. wlMato. «ai(y 
poienilal lo iiSt wthm 7-5 V's CjI' 
Karen TbpBi 0161 228 6791 

PROPERTY OPPORTUMITV. H..;K 
Inccpne I* proteswials win 

e ip eitence of residrniiiri or commefc 
property. Cornpuier iiieracv •‘<eir*ul 
CqntMtOtei 4775333 

AMBITIOUS ENTREPRENEUR? 

Phammenal meome ootemiol proven 
PU5r,e»(notMLM)OT8l 3S7 9188 


Privaielt owned group, 
long established in baiiding 
malrrials. is looking for 

Seabinis. adhcsiies and 
coatings sectors favoured « 
products, acquisition, joini 
venture, elc 
T.'u £3m to £20m. 
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^ 

r ASPZRIWG 

MULIONAIRES 

Call and Listen, 

VlH MLM or franchisiiis. 
Call 0181 2364613 

I t.n riTAjy S-arAsl 

jr ..un.Lin] AT rai**i 


PROJECT AND COWIERCUU. tiMing 
JuailaDio 1C UK and intcrnai'Cnei 
Ciiorjs Anglo Amcneon Pit Td' 
K3 C».- CV3M SOI 3TT 


Lw'ESTMSNT C4 

SWISS REAL 
ESTATE 

New Legal OpPom'MnBs 
FOR Foreign Ina-evtors. 

♦♦♦ 

P?r Ace iwwtkafmd broc.'aae. ranaec 
Sodn PritwdrCaaiwIaCMm. 
Tel: ,4133849 15 S6 
Fac 819 el 04 

Z-matb eppHler^spaeb 


UK PLCs 

ztfith 

TRADING CERTS 
FOR SALE 

NEVES TRADZD 
SL'Srt.CS TO CL2NT 

£1,995 

TeL-iVIS1-l5S'=>C53 
Fa'S 1109 


Well known establisfaed 
London Based 

RESTAmA-NTGROLT 

n\{uircs funds fer crpunsicti 
renwe maeKd agwiwr u 
VK-rJ rietT' r.vrpt'tsc rv.oKe UJ 
S-T Cnw<«e Stizc-. 
r.^’*V ’.ET 


We dtollengeyeu. ;«nr fha ence, >9 pul 
mide yeur natrrel seepndon end take 
|U9t 4 TTHP^jtee lo ride,, to o urioui 
bw9new fieepoctian vrfli fHe 

ta generm o 4-S Spure ^lerdhly 
ineewe wiSrRwecb. 

Tab Bin S3« 4039 


US QUOTED SHELL 0.N 
NASDAQRB AVAILABLE. 

Nevtstbadqk 
Sole ASSET CASH. 

C«ot«rU 

LA.NE P.UIBTN A CO LTP 
TELNOOI04 8H3» 


AIM USTED PLC 

C 1 im- net assets cenaisting 
ol properties and cash 

SEEKS ACQUI9710N 

iea^r.g '.z cna^ige serrtrz'; s* 
sale cl subsuneg' ccr.rsT.-n; 
snare.'is^dng. 

Ccrlacl fcia.r.cj adcsers 
I AI!ftiLIbatyC.ai{MUKrinw*»*jd I 
jS-T L'nenanoJSCiea. L,induMSCiV9EEj 


Boos PCBUSHING i 

♦ Tcnff li’lh a boJls* ♦ .-*=7 
,.in.L'p& ^aecrssve'pamfv 
*isf*yasc *ifSecs * 

*qnd 'I'Cid'j Jistgtig ineetal 

2«SEDS FBtANCB 

Pc? BJT3. FroiciI T:rv?«. 

i.»X ‘■u-Jiaa.-l E-.Jjr ■ 


BUYING OUT/IN? 


we ate experiernxi in o^odfung Dansvwns nd rai$ng ibe nrwaund 6oi^ 
requjrediobay outoriiuobudnesMs withtomoverinekcenoffl mSlion. 
If you 4IC dUnking of a n mup ei u e u i buy oui or buy n, be well advised. 

Tift to David Tui or Snbhash Thaknr at: 


Blackstone 

Franks 


h r.i Ills' ( i.i'piir.il' 

Ol,! .‘'irci.'i. I „m|,,n I- 1 I \ ‘'HI 
'ii'i: (M"i 2.-fi I !tin 141 

ni.rili'r, hj;ii k u.s ... • i.,.' 


BUSINESS SERVICES 

^ WATEWEFFLUENT/OIL PRODUCTS ETC 

STORAGE TANKS 
INCLUDING BUNDED TANKS 
AND CONTAINER ISO TANKS 

FOR HIRE 

Cylindneal horizontal Tanks with Long or Short Term Hire 

WV oqipl* a <*ide range of ank-v for 
water efiluent etc. Lsige e^aony. ^ 

Speedy delivery. Mild ued tanfis /6| 

rorallpmAicu available. /fi i % 


fiaflg] 

lolRJd^ 


hit vicil Vbwv 

PI-ANTCRAFT LTD 

In ftocr, ,t? ChKxIilU^'UiBbcTpe 
North Lincol n e ia r 
TN ENOLANXi 
Td: I0I7241 8.90224 
FBa:l0l724>720Si» 


IT j^Dtrepreneon - How to Develop Markets in die USA 
IBDNEr™ Global Business Association 
One dsy ecofertsce vridi disiingiuriied puri of speakas indmain g 
[ Profenor Roger NieedliaBH Mnitaginc DiFcctor 

! Mienisolt Resesrdi Lobs, ^mbridge 

1 ^nil 1998-Roy8l AutoaMb3eChib-LaBdoe 
VaoureCaiiiul, Maaketiog. State Inccai i ve Progrwans 
Export Aaaiawnce, I . 4) ca t w n and Lepl Conri d nr eliOB^ Baalaig 
£395 iod. VAT, haidi. p ee qxiuu A copies of presenutioiis 
PbenerUK OlSl-780 -9292 USA 213 - 867 - 7110 
win».^ohsti%uMaes8.org 


Angera, Levin A Balfo 

Cn»ooiUCnmilfTst UdgttSB 

Cost EOixtite Represe&tztioo 
of dobal Ctients in U.S. Courts 
U.S A offices in New Yoit. 
New Jfersey, Penasylvaiua 
908J06.1S0O fax: xl900 
Enul: Aljrt ^ angeralaw 

TELECOMMUNICATtONS 


■MgltoiBiaHei togffto ei 

OpOeUnoe 

•gFETmoniar Nstwod ia 
• Ube flan Hoow, Oflico, 
HMli,CeRPtN()eR 
- 34 Meor CvetooMr Sorvleo 
cm iNMa for New Low fWHf 
1.206,284,8800 
Fn: 1.206.270.0000 

Unes open 24 houral 
TtoOrwr 

kallback 


SWITZERLAND 

Incorporaiioo and 
administratioa of swiss and 
foreign companies. 
Mail - nione 
- Fax servi^. 

Bank introductions. 
OPTIMA noELrrv&A. 

16 place Loogeoalle, 

PO Bos 352*. CH-1211 Gawra X 
Td:41323lW«9* 
FnC41223l«41«} 

Sod ! oplindglilBe«tn.di 


Continental M&A 

Independent 
Mergers & Acquisitions 
specialist available for 
cotporatc development and 
M&A assignments 

Eox BSTOlJi. FioBBciBl Tbaa 
OneSootbirark BrMse. 
London SGl 9HL 


Manufeoniets of vefednaiy 
produce m Zeritind are 
Icxikii^ro bi^ avrieriiiaiy . 
pbannacnidcal cotqmiy . 

with R turnover benmo Eftki' 
and£15ui. 

W illtng tw 

managemeoc, qr.boy 
oontrolliiig miaesL 
AUrqiUesimaedin - 
strictesc confidaKCL 



^ DESIGNABINLDor ^ 
SPECIALIST BUIUWIG . 
coNSTmicnoN 
COMPANY 

A suceess/iil and speciilist . 
eoRstraerioii bosnf Contpa^ 
wishes to ofiandbi' 
eetpiisiden. 

It sedts an esuNislied small to 
neduai^aedDedpi A 
eompai^ with eon^lementary 
s^ls to Jam a stn^ base 
Jar fiaHur expansion^ 

InMalBicras 

Ovni RdodpRls onfr pfene to 
Box B372A FImsdri 'fiBKs,' 
OnaSeadlrwask Brt^ 
LaDdon SEl 9Hlr 


SHALL ElfTTKCAL / EIECTMNIC8 

COWWffwvMinK 01626609292 


FBAHCHISIHC 

I Do you just 
want to make 
a living? 


Or build 
a future? 


Print, Copying A Design It the . life blood of 
every business. - ■ 

And as an ewiwr of a Kali Kwik CenWe you will have 
the perfect introducChm to all these buainesses. 

So if you have £45,000 to in v e st , the ablUty to manage' 
your omi team and en^ d^Ing with • customer^ 

can us for an InfoirTniBtion p^'quocing FT I ?n. 

- FRB^ONE 0500 B720S0 


l$ni$nk 

POINT COPY D'sSION 


CONTRACTS & TENDERS 


INVITATiON FOR EXPRESSIONS OF INTEREST 

SILVERDALE MINE 

On 9 Friiniary 1998. MkUands Mining Ltd. announced diat 
coal production at Shrerdale Mine {Which Is operated under 
a Section 36(2Xa} Hcencej Is likely to eease In late toog 

Mldlands'M|nTqg hereby invites offers for an assi^vnent of 
the licence., firm expressions of interest from prospective 
operators must be received within 28 d£vs. This time (foriod 
will n« be .extended, nor will any further. advertlsemBm 
appear. Any expression of interest wHi need to identity the 
-nature rt proposal, . company structure, fogather with 
the avaUaMity of oepertise ai^ finanriel. Fesourees. • •.• 

.Pfease write fo trie triiowIr^eddcWs:' ' ' . 

IThe Company Secretary, 

' Midlands Minirig lid., ' - ' ' 

••Snyerdale Mjne, 

Sthferdale, 

NaweasileHjncterk.yrhe. ... 

•.SttffeiSTSW . 


WANTED 


! Large qudrrttttes of 
fbig draw flDng cabineis 
I and office chairs. 

W9 need to fufffl a lorgg 
overseas order. 


OFFICE EOUIPMENt 




ITALIAN 
QFFiCE FURNITURE 


- HMIW DlSCOUIfya 

DlE^ ROM MAMliaicniEER 
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EU and State-owned Gaz de France has decided it must build a global energy business to stay on top 

ease 8^® company broadens its horizons 


over meat 


By Mt rhU B l Smith 
in Brussels 

European agriculture 
“nwters wffl be told today 
that an agreaneot is fitr eq 
with thetJS on a “veterinary 
equivalency" deal aimed at 
easing. EU-U5 trade ttction 
over meat 

A final deal could be preS' 
ented for approval next 
niionth. Last Novmnber rtey; 
Gficlonan, US agriculture 
^retary. said delays by 
Bnissels over the deal were 
unjustified. 

European Union officials 
say that outstanding 
have been resolved verbally, 
includhig the £U's r^onal 
approach to dfasMBe contain- 
ment . They are awaiting 
written commitments from 

the US before •malring ' ^ flnat 
rec nwiTwawHatt^ n^ 

'nie proposed deal, to be 
discussed by farm wiiw<gtwr s 
in &r»iasels today, would pit^- 
vide a fiumework to allow 
the EU and the US to recog^ 
nise each other's hygiene 
inspection rules for meat, 
and meat products. 

Meat trade between the 
two is worth about $Sbn a 
year. Ihe deal would reduce 
red tape and the need Ihr the ' 
EU and US to have hygiene 
inspectors in each- others'* 
trade monitoring fn ippit l^. 

It could also reduce , the 
potential for food tr^e dis- 
putes which have become 

NEWSDIGEST 


increasingly '^■cbmmbn 
between the US EU. ' 

The most 'recent dash 
began when- EU veterinary 
experts critidsed US.fiidli- 
ties, for chedcbig for -reddnes 
of hormones. The SU^ is 
threateolng to block imports 
of red meat' from Qie ;US 
unless Wwg'Mnp iwi hti py wmwg 
its inspectfam. standards. • 

An equivalency n gr hnm mt 
wDidd not. resdva jQie resi- 
dOM by itself, but 

officials st^. itwonld provide 
a bettCT fiwnearork for. tack- 
ling the 

The EU- plans veterinary 
agreements with countries 
and trading blocs around, fbe 
woild..7he only dee] so fiir is 
vrilh New but .talks ' 

ere under way with Austra- 
lia and and are dose 

to concluslan with the Czech 
Republic. ' . 

The EU and US have been 
. close to an equzvalHicy deal 
fat months. Their fidlure to 
agree one until now has 
caused anger among US pcdt 
tiriawc arwi fartTWTft. 

An ^ipareot deal last -yew 
was bdd up -by US rtmr^ 
over the EU*s re^bnal 
apiaoBdt to animal diseases. 

The iqpproBdi ^bles the 
EU'to dasslfr kreas iriiere 
there is InfeetiGO and-con- 
tinueto export. ar*faMig from- 
areas unafliectMl by the dis- 
ease.. Washington's foars 
6^ this now appear to have 


By Onrid Owen in Paria 

Statoinmed Gax de stance 
may not be evoryone's idee 
of an intmnatittial energy 
pr^tm*. But the French gas 
cmnpany is set to make 
waves Dotdde its home mar- 
tet as Pterre Gadonndz, its 
prerident, seeks to keep it 
among tba world's five 

'-'--The-groqp has budgeted 
FFiShn CISLT^m) for for^n 
investment in 1997 to 1999, 
as it strives to double to 20 
-pfr ceht the mKq;»rtion of its 
FFrSSbn turnover generated 
outside France. 

' -It ispcdsed to take a signif- 
icant step towards that goal 


by winning a contest to buy 
51.2 per emit of Ber- 

lin's gas distributor, in what 
would be its t»gg»gt foreign 
investmait to date. Gaz de 
France won the contract in 
partnoship with Beweg, the 
Berlin electricity utility. 
Under the DMl.4lbu ($790m) 
deal, which has to be ratified 
by parliament. Gaz de 
France would take 88.2 per 
cent of Gasag’s ctpUeL 
Mr Gadonnelc says the 

intematTwialiMrinn strategy 

is needed to keep pace with 
other operators, which are 
getting bigger and bigger, 
and because of the opening 
of European gas mazkets to 
greater compet i tion. 


EU energy ministers 
decided in Decraiber to open 
a third (rf Europe's natural 
gas maiket to competttiaQ. 
Each state will have to open 
at least 20 pm* cent of its gas 
market to competition 
within two years of the new 
law being adopted. 

“As soon as the market is 
^ened, we win lose clients,” 
Mr Gadonneix says, “as few 
as possible, but we wQl lose 
them. So we have to find 
new activities. 

“There will no longer be 
six^e-product, sini^e-coun- 
try companies. If we want to 
remain a world leader, we 
must Intemationallse our- 
selves - and quickly.” 


He wants alliances with 
other companies, “since we 
cannot do everything alone 
at onee“. 

On the gas production 
side, the company has 
signed agreements with Elf 
Aquitaine and Total, the 
French oil companies, covers 
ing I5bn cubic metres of 
Sea gas supplies. He 
believes such deals are vital 
to “reinforce the credibility 
of our commercial offers". 

“Clients prefer to deal 
with sellers which have, at 
least in part, their own 
resources. In 1997, according 
to a Salomon Brothers study, 
tho IS Tnaiw US Companies 
increased their upstream gas 


investments by 12 per cent 
wfaOe their sales only rose 
by 0.6 per cent. Gaz de 
France, at risk of being mar* 
ginalised, cannot stay out- 
ride this general practice.” 

He emphasises, neverthe- 
less. the need for such 
resources to be accessible to 
the French market and to 
have an acceptable price/ 
quality rdation^p. 

It is also important for 
France to emeige as a “hub” 
of Eung)e’s gas networii. He 
suggests contracts signed 
last year with the Italian 
groups Snam and Enel 
would help realise goal, 
since they would “practi- 
cally triple” the volume of 


gas passing through France 
to other countries. The am- 
tracts would result in neariy 
FPr4bn of investment in the 
country. 

In dlrtribotion, in addition 
to the Berlin agreement, the 
company recently acquired 
25 per cent of Est^, an Aus- 
trian electricity and gas {vo- 
ducer and distributor, in 
partnership with Electridte 
de France. 

Gaz de France says it is 
aiming to Win control of four 
or five of the 30 private dis- 
tribution companies being 
created in Mexto. It has also 
tendm^, with mixed suc- 
cess, for contracts in Argen- 
tina, Colombia and BrazlL 


Record companies to ride Asian rollercoaster 


By AMco na w a ttiom 

PolyGram and Warner 
Mnsie. two of the world's 
largest record companies, 
plan to expand thrir inter- 
ests in the vblatUe south- 
east Arfaw nii»ri/» niaxkeL 
Record sales in south-eest 
Asia have heen Ut by the 
region’s recent economic 
instability, daating 
dUBcuities te many locally- 


owned record labels and dis- 
tributors. 

PedyGnm. a subsidiary of 
Philips, the Dutch nnnanme r 
electronics company, and 
Warner Music, pert of Time 
Warner, the US entertain- 
ment group, hope to take 
advantage of the sitnatioa 
by mflWwg acquisitioiis 
forging Joint ventures with 
south-east Asian companies 
while prices are relatively 


low. Alain Ldvy, POiyGram's 

ehairmtw^ oairt Wc company 

was looking at Investment 
opportunities throughout 
south-east Asia, and was 
particularly interested in 
Malaysia and iwdnnBgta 
Similarly, Warner Music 
said it was actively °^Trinc 
investments in the region, 
both to expand existing 
operati(»s and to establish a 
presence in new markets. 


Until recently, south-east 
Asia was one of the wcxld's 
most dynamic regions in 
terms of record sales. During 
the early 1990s, many west- 
am muric grotqs, including 
PolyGram and Warner, 
expanded their operations 
there, following the relax- 
ation of local restrictions on 
inward investment. How- 
ever, the region’s recent eco- 
nomic instability has taken a 


toll on many of the smaller 
south-east Asian music mar- 
kets. 

EadI, the UK-based music 
group, announced last 
month that its operating 
would be £25m Q42m) 
lower than expected bmuse 
of the Asian downturn. It 
also unveiled plans to ration- 
alise its interests in the 
region by shedding staff, 
closing record labels and 


droi^nz^ artists. 

BMG, the music subsidiary 
of Bertelsmann, the German 
media group, also intoids to 
scrutinise Its existing Asian 
cost base. 

Howevo*. its restructuxmg 
is expected to be less radical 
than EMTs, and BMG, iii»» 
PolyGram and Warner, is 
intent on expanding its 
operations in some Asian 
countries. 


Shell, Chevron 




Itoyal Duti^Shdl and Cbeyzun of the US are to 
oMipetate in identifSkig <^.aiid gas bpportuntti^in the 
Ca^ian Sea r^kfEU Ah agreemkit allied ta London yes- 
terday will focus on mtttie am e^iloratiaa and deyek^ 
ment projects, oh and gas traz^pmt and sales arrange- 
ments. The twogroiq)s hinted that az^ deals would be 
substantiaL 'Ihe alliance win be. able to "..Jhiolitate infra- 
structure and resource developmeixt on a baris not prevt 
ously contoiiplatedL" acccsxling to Ken Oezr, Chevron’s 

rhitirman 

Shell said the arrangement was “sriectivB.” with ffie 
two able to choose want to pursue ' 

jcdntly. As a US%kwd compmiy^Cibe^^ 
presoit to engage fo' projecte fovedring ban, a oDuntry 
TOth whidi Shell is keen to eulttvate rdations. Chevroa . 
was amrag the inifisd^wave of big western compaihes to . 
enter the Casjfian, and its TCaigiz field in Kazakhstan was 
the first large westerti investmsEit to. the regi^ Sfakl has 
been a relative latecqmv to the re^on, but it is a partner 
m a potwtiapy-laertrtive eqdoratkm aimato 
watrasmfiienorQiknCaqhaiL Robein Coninei London 

■ NETHERLANDS-emNA TRADE . 


IJ Prag :$4.5^ 

U Feng; the CUnese prandar, 
pect of lucrative deals for Dutch ccwriwinies' foUowtoga 
$4,SbnagreementftrBjD^-1>nfcfa/Sh!^torbutldapetro- 
drermcaljdantinthesbqtbk's.OiumgdoDgpnryizice; ... 
After, attending the in The Hague 

the prefect, Ifr Li noted fiiat a iarjge bistness deiegsttiem 
from the Nrtherlairda was shout to leaiTOfor filing. “I 
I ATpar t that, ihwmgfa that visit acxrinnrierdatlcins win be 
! expanded,” be said. 

The Netherlands, Cihina’s oldest dtplomatic partna', has 
bfff n among.zts sternest European critics on human lights 
abirses, The tradeiniskon vdildi sets afffhis we^ .was 
nri g^waUy ci-tiartiilad fwTast vasT. but that fafp was can- 
after th«» nutdi govariTment sponsored a resolution 
r«Mna at the United Nat teis H uman Bights 
in Goieva. The VNO-NCW. an{3oyers' fodoa- 
tion estimated at the time ttiat up to F12to faibusinflco 
would be lost The Shell venture, one cf the largest single 
fnraig n investments In is to bring on stream an 
ethylene plant in Nanhai by 2003, m.coDabqtation with 
rhirta Natimial OfBhore Oil Corpaatton and other state- 
backed partners. . ' . Gohlon CraM, Ilie Bague . 

m us ANTI-DUMPING PENALTIES ON 6 hIPS 


Taiwan groups badly Mt’ 

Taiwanese manufacturers of static random access mem- . 

ary (SRAM) chips yestorday said they did not e^ect to be 
badly bft by the impositiem cf arrtt-dumplhg duties by the 
US. Only a small porticn of SRAMs are expected to the US 
with the bulk sold to domestic board makers. Last weA 
the US Commerce DW^ent recommeDded iiiat duties 
beimPOsedoDTaiwaneseehv-makesdiargedwjtkBeU- 

ine^Sas in toe US marlmt at un&itJy lowprices. The 
kle. whl(2i also affects Korean chipmakeis, win go before 

the US international trade commission, expected 

to make a final decision by March 30. ■ _ 

The ruling affocte most of Tmwan's nggest mwscf 
semiconductor chips. TI-^Acer, a j(totvei^het^^ . 

iSas instrumenls of the US ai»i Tail’s an 

anti-dumolng duty of 113.85 per cent Another of Taiwan'? 

Electronics, may be hit with a 

HHTii rive duty of 102.88 pec cent • 

^''Sveial unlisted chip concerns 

recommaidatioiL 

■ global tfleco'mmunic}ations 

Globalstar launches satellite 

Globalstar. one of several consorto racing to brad the 
SS^rtSite^ased system supporting J . 

Sield telephone, yesterday announced the laundh of 

to^ toto low orbtt ovarthe nert 12 mon^ 

T?+i^ rfans to offer a jddbal telecornmnnicattons service 

fha rtist of the project at around 34i6bn. 

ri^oaBortiiini wW* la Mato 

_i ntAra than naif of tIS 


'.'■’Piii 




Clearing the way for Russia's entry/iiJt©?^^ 




Ni^miy N<n^ozod was the first of die Russian r^ons to enter the 
inte rriflri onal bond Tna df^- And to 13156 US$100 million widi didr 
8.75% issue, they chose ING Barings 3$ lead manner. 

Our knoudedge of the Russian marketplace helped us win 
praise for the smooth running of the deal, while our ^obal network 
sure we could f^e the paper with efficiency in Asia, Europe 
and the USA. 

The I^OzhniyNovgozod deal is typical of the way oui unique 


conffiination of local understanding and woddwide corporate and 
investment banking strength means were there for our clients. 

If you want the standards of service that have kept us at 
the fbrefiont of business in Russia, please contact us- on either 
wwwing-barings.com or &x: +31 20 563 5673 or +44 171 767 7133. 

ING BARINGS 


launch this December, readyfor te service 
fiists^wiaunu* OtrisU^ Price, Zondm 

m zixju. 


INGBam^stbe aignikuonairioadeiim»iK8dbyINGfistkN.V.aadeauBofiBsubndianafbrdMConduaofiK idtenutioiia] cofpotaa uri tnvesmnu bnkmg bunncB. ING Bank N.V. is paR of ING Giobb. 

OK of (hr laigot fin mdal services gnupt in Eun^, and is xeguhted by dw SPA for (he conduct of uivesaneni busness in die UK. ^ 
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Japanese prime minister emphasises flexibility in responding to economic changes 

Hashimoto to push reforms through 


By Michiyo Nakamoto in Tokyo 

Byutaro Hashimoto, Japan’s prime 
minister, yesterday signalled 
strong determination to push 
through economic reforms in a 
long-delayed poUcy speech to par- 
liament 

"It is necessary to overcome the 
economic dllTiculties that have 
lasted for a decade and reform the 
country’s overall system, which 
has been experiencing systemic 
fatigue," Mr Hashimoto said in a 
wide-ningii^ speech. 

He said this year would be the 
last hurdle for Japan before things 
got better, a reference to the hard 


Hmas which have persisted since 
the bursting in the early 1990s of 
the "bubble" economy. 

Mr Hashimoto, who has been 
widely criticised for his failure to 
adopt bold measures in addressing 
the country's severe economic con- 
dition. emphasised the importance 
of responding flexibly to changes 
in the economy. 

Japan has come under intense 
pressure fri)m its main trading 
partners, notably the US. to stimu- 
late its economy through tax cuts 

and higher public spending. Last 
week Larry Summers. US deputy 
treasurj’ secretary, described 
Tokyo's eBbrts at fiscal reform as 


"virtual policy". South-east Asian 
countries have joined the critidsza. 
Last week Anwar Ibrahim, Malay- 
sia’s financg minister and deputy 
prime minister, told Mr Hashimoto 
Japan must do more to boost its 
economy and step up assistance to 
regional economies hit by Asia’s 
financial crisis. Mr Anwar said 
south-east Asian nations 
"expressed reservations at the slow 
pace" of measures taken by Japan 
to tackle regkmal'tunnolL 
Mr Hashixnoto’s speech high- 
lighted the dilemma faces as he 
struggles to remain steadfast In his 
enmmtwffwt to a tight flscai policy 
while coming under mounting 


international pressure to stimulate 
the economy. The speeifli, which 
came as the mailtets awaited the 
unveiling of another economic 
stimulus package on Friday, hdl^ 
to move the markets. 

WQliam Daley, US Commerce 
Secretary, yesterday added his 
voice to growing calls that Japan 
should play a bigger role in helping 
its Asian neighbours to recover 
from their latest crisis. "Asia can- 
not recover without a healthy and 
growing Japan. 

"However, Japan's overall fiscal 
policy rmnafns r e sti ' iutive and still 
insufficient to move the economy 
forward," be said. 


^ Hashimoto was origixially due 
to have delivered the speech at the 
opening of the current Diet session 
in January. However on that occa- 
aon he was forced to address only 
economic and financial issues 
because of the urgent need to stabi- 
lise the totterii^ tianiriny system 
and buoy fbe economy. 

Among otbmr issues, kfr Hashi- 
moto said Japan-US securi^ .ties 
woe the cornerstone of regional 
peace and that it was import^ to 
build trust with CSiina. He said the 
govermnent woifld also present a 
bin next year to promote equal and 
shared pmtictoation in society by 
men and women. 


China’s chilli 
farmers 
feel the heat 


By James Harding 
in Shanghai 

China is starting to feel the 
beat of Asia’s financial crisis 
- and the chilli fanners in 
the north-west of the coun- 
try have been among the 
first to get burned. 

The province of Shaanxi, 
one of China's biggest chilli 
producers, yesterday 
reported that exports of the 
spice had fallen by SO per 
cent in the three months 
from October to January, as 
the economic turmoil 
damped south-east Asia's 
appetites for Chinese chfllL 

Chilli generates annual 
export earnings of about 
$10m for Shaanxi, a rela- 
tively poor province which 
relies heavily on revenue 
finm agriculture, and about 
80 per cent of its chilli 
exports are destined for 
south-east Asia. 

An official from the prov- 
ince's foreign trade and eco- 
nomic department was 
quoted yest^ay saying that 
just as last year's harvest of 
"Qln chfllT, the local variety 
of the fiery seasoning, 
entered the south-east Asian 
market in October, the 
region was struck by finan- 
cial crisis. 

"Depreciation of local ciu^ 
rencies brought down spend- 
ing and lowered the con- 
sumption of ^ chSUi." the 
official said in a report pub- 
lished In the China Business 
Weekly, the official govern- 
ment newspaper. 

Hie cooling-off of chilli 
exports comes amid growing 
concern that the growth of 
China's exports may decline 
markedly this year, as south- 
east Asian demand fails and 
the region's manufacturers 
reap competitive advantage 
from the series of currency 


devaluations last year. The 
state media also reported 
yesterday that Asia's finan- 
cial crisis bad affected 
exports by foreign-funded 
companies in China. 

While their exports grew 
by 2S.9 per cent in the first 
six months of 1997 to reach 
$32.9bn, the growth rate 
declined to 18.5 per cent in 
the second half of the year, 
according to the customs 
office. 

Export growth fell most 
sharply among expoit-pro- 
cessing companies, the 
report said. 

China's chilli frnners HaH 
hoped prices would rise thi< 
year, after a drought Last 
year in the north and flood- 
ing in the south had dam- 
aged much of the country's 
crop and caused a sharp fall 
in national chilli productian. 

But .l ianvin . 

manager of the Shaanxi Pro- 
vincial Native Products 
Export Comply, the largest 
exporter of Qin chilli in the 
province, reported that the 
export price had more than 
halved in the three months 
since October. 

The overseas price for Qin 
chilli per tonne has dropped 
from Ya9.soo ($i,i47j in 
October to Yn4.0Q0 by Janu- 
ary. 

Export volume has fallen 
by two-thirds In the same 
period. Mr Zhang said. 

Fanners from Shaanri's 
main chilli-growing area 
have reported that a large 
number of families have suf- 
fered losses as a result of the 
collapse of the chilli trade 
In Feogxiang County, the 
largest producer in the prov- 
ince. roughly half the farm- 
ers said they would make 
nothing from chilli sales tlus 
year and a third would suf- 
fer losses. 


Hong Kong shows the strain 

Despite an expected budget surplus, the regional crisis takes its toll 


W hen Donald Tsang, 
Hong Kong’s 
financial secre- 
tary, presents the first post- 
colonial budget tomonow, 
he is likely to reveal a fiscal 
surplus as much as double 
last year's forecasts of 
HK$31bo. That would take 
accumulated reserves 
beyond KK&lOObn, providing 
further evidence of the 
wealth generated by the tiny 
territory. 

But the machine which 
generated that wealth is 
under severe strain. Prop- 
erty prices have plunged, 
unemployment has risen and 
the retail sector has become 
moribund in the wake of 
Asia’s financial crisis. 

These events have posed a 
tou^ political and finandal 
test for the post-colonial 
administration. Mr Tsang 
has come under increasiiig 
pressure to use Hong Kong’s 
treasure chest to ease the 
pain. His response will be 
scrutinised In Hong Kong 
and far beyond, as investors 
weigh the territory’s eco- 
nomic strategy. 

Many of Hong Kong’s 
political parties are demand- 
ing tax cuts and other mea- 
sures to boost confidence 
and lift the economy. "Cut- 
ting corporate tax would 
help companies and provide 
foreign investment incen- 
tives," said Ronald Arctdli. 
vice-chairman of the Liberal 
party. 

ProChina and prodemoc- 
racy forces are united in 
demands for lower tax rates 
as wen as increased welfare 
spending. "Hong Kong has 
such a big pile of reserves." 
says Christine Loh, leader of 
the Citizen's party, "This 
money is for rainy days and 
it is raining in Hong Kong 
riidit now." 

The political pressure 
partly reflects manoeuvring 
ahead of May's legislative 
council elections. But many 
commentators also believe 
Mr Tsang should loosen the 
purse strings. "Refusal to 


Hong Kong’s treasure , chest 

Surto^ and reserves (htKSbn) . 
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cut tax or help the economy 
could damage confidence." 
says Joseph Wong, a partner 
at accountants DeloUte 
Touche Tohmatsu. 

These remarks reflect the 
fact that sentiment in A^an 
economies has become as 
important as economic fun- 
damentals. While Hong 
Kong has fared better than 

r eginwal rivals, anri ha«t man - 
aged to twamtain its peg to 
the US dollar, strained 
nerves hav^ showrn through 
in bouts ol anxiety. The lat- 
est was a scramble last 
month to withdraw deposits 
from small local brokers. 

Concerned by the evidence 
of public gloom, and a 
steady decline in opinion 
poll ratings, the administra- 
tion has sought to bolster 
ccmfidmce. Tong Chee-hwa. 
the territory's p^t-colonial 
ruler, used a radio broadcast 
last weekend to predict swift 
recovery ouce the regional 
upheaval stabilises. He sig- 
nalled the government 
would be flexible in its 
approach to land sales to 
prevent further sharp falls in 
property prices. It would 
take "a p propriate measures" 
in the coml^ fiscal year. 

Government spending 
plans issued last week 
included scope for a substan- 
tia] rise in welfare spending 
and housing. ’Total public 


spending will rise to 19 per 
cent of gross domestic piq- 
uet in 1986-89. the hipest 
ratio in the past 10 years. 
TTie govenimeot has already 
outlined plans for a 
HKt335bn ($30bn) infrastrnc- 
lure programme over the 
next five years. 

But fiwawffiai secretary 
has played down the pros- 
pect of a significant shift in 
fiscal strategy. ‘Tax revenue 
should not be used to gain 
short term applause from 
the public.” he says. “The 
government would be irre- 
sponsible if ft did this." 

This stance partly reflects 
the importance of an inter- 
national aud ience- "A defidt 
budget could be Inteipreted 
as a shift by the government 
from a prudent fiscal policy, 
^ving speculators an excuse 
to renew thdr attack on the 
peg." warns Ken Chan, econ- 
omist at Nlkko Research 
Centre in Hong Ktmg. 

"Hong Kong does not have 
a monetary policy [becanse 
of tbe currency board 
exchany rate systam] so fis- 
cal i>ohcy is crucial.* says 
Ma Guonan. regfonal econo- 
mist at Salomon Smith Bar- 
ney. 

ITie territory's retorii to 
China also encourages Mr 
Tsang towards continuity 
and maintaining a tradition 
of balanced or surplus bud- 


gets. The Bade Law, Hong 
Ko:^8 post-colonial consti- 
tntion, calls for fiscal bal- 
ance. It does not stipulate a 
non-defidt budget fbr every 
fiscal year, but bfr Tsang 
would probably not want to 
start life under niinnr sow- 
eraignty with a defidt 
Despite the downturn, 
many buslneesmen stgiport 
a conservative fiscal stance. 
"Spending to improve infra- 
structure and long-term 
growth is one thing, but 
short-tenn tax cats will not 
help confidence," says Barry 
Cheung, chief executive of 
Fortune OiL ‘Donald Tsang 
will want to send a signal of 
stability, that he is teeping a 
steady course," 

The problem for the finan- 
cial secret a ry and fbr Hong 
Kong, however, is tiiat a 
steady course may still bring 
a very rough rid^ . 

• The International Mone- 
tary Fund yesterday warned 
that Asia’s financial ciids 
■^significantly douds" 

Kong's sfanrt-tenn prospects, 
Reuters reports from Hniig 
Kong. However, tbe fund 
endorsed the territory's com- 
mitment to its linked 
exchange rate system, say- 
ing it has ‘^provided an 
important anchor for eco- 
nomic stabfli^. 

John Ridding 


India’s middle classes elect to 
stay out of the political game 


NEWS DIGEST 


Taiwan bank 
chief killed 

Taiwan's cential govsnor died last night when a 
rrhina Alriines aeroplane on which he was a passenger 

crashed near Oiiang Kai-shek internatioi»l 

northern Taoyuan county. Shen Yuan-dong and foi^ 
other bank were among 197 passengers ^ crew 

who died in Thiwan’s wcast air disaster. accident was 

attribated to heavy fog. . 

Mr Shen is credit^ with playing a key role in 
protecting Taiwan's ecemonxy from the Impact of the 
Aslan financial crisis. He was ratumingfrom a metting of 
Asian central bank governors on the island resort of Ball 
when the l8&«eat Airbos 300 jet fli^t CI-fi76 plonked 

into a resid^tia! area near the airport and burst into 

flames. 

The accident is a devastating blow to China Alriines, 

which has strug^ed to recover from a crash in N^wa, 

.Tap aw in 1994 whidi claimed 264 victixha. Not long after 
the Nagoya tragedy, a China Airiines passeng^jet slid off 

the runway into tbe water ac^acmit to Hoag Kong's Kai 

Tak aixport but no one was burt. 

The cairier last year had made Inmte&siye prc«ress. 
boosting passenger volume and turning in a solid 
wwaTirtai p erfoTinance. China Aizlines oEBaals said the 
aircraft appeared to have had problems making the 

approacdi to Chiang Km-shek aiiiK»X 'Taiprt's main . 

international terminal in Taoyuan about 40 minutes south 
of the capitaL "Visttrility was extremely bad," said a 
spokesman. Ttfson. Taipm 

VIETNAM DEVALUATION 
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Hanoi seeks to ease pressure 

vi riTiam yesterday 
devalued the local 
currency, tbe dong, by 
just over 5 per cent, 
embaridngona 
precarious balancing act 
between easing market . 
pressure on the 
overvklued doi^ and 

TnalTitflining pplfMoal 
Stability. Bankers have 
for months said the dong 
is overvalued by between 
30-40 percent Exports 
have su&red at the 
handsofde^ 
devaluations among 
regional currencies. But 
the conununist party has 
apparently zqjeeted bold moves because of nervo u s nes s 
about the social effects of wild currency swings in the 
region and ocmcerns over inflation. 

The eenti^ denned by.lowering a "central rate" 
around which the dong is allowed to trade against the 
dcfllair by up to 10 per cent The new rate is 11,800 to the 
dollar, again** 11,175 <ir»ng . Bsnkets <ft}d the move bad so 
far foiled to atfract'dollara into the interbank market and 
baidong sii^tem, 'Exporters and institutions are believed 
to be hoanflng dollars in anticipation of bolder currency 
moves.. Jeamy Ortmt Hanoi 

wiuppiNE . 


. -ri 
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Bank collapse isolated’ 

The Phflippines has suffered its first hanking collapse 
since the regional financial crisis hit Manila last July, but 
analysts said big banks were unlikely to fold. 

Negotiations were under way yesterday for the sale of 
Orient Commercial Banking Corporation foUovring its 
suspension of oipeiatidns at the weekend. .The henk fell 
victim to a run on dq>dsit& following lumours that Jos6- 
Go. tbe bead of Evmgoteso) - the bank's parent company 
- bad committed suicide or fl^ tbe Philippiu^ The 
rumours were subsequently fbond to be untrue. 

The csntralbank saM toe banking sertm w^ "ste^ 
and sound* despite the failure of Orient Alberto Reyes, 
deputy governor, said Urban Bank; B!q.oitable Banking 
Corporation and Bizai Commeaxial Banking Corporutioa - 
thiM local, meffiimi-eized'iz^fituttoos -- were all “serious'’ 
about buying into Orient Bank Banking analysts said 
meat Bank ipigfat have lent to toe parent company with 
inadequate czedit coiDtxdls. A&rnxu, Mimila 


O ver coffees yesterday 
at the Friends cafe in 
Bangalore's tidy mid- 
dle-class suburb of Koraman- 
gala, Alphonse Princeton, 
thiriy-sometbing owner of 
an internet services com- 
pan>’. talked business with 
Neelam Singh, a 23->-ear-old 
website designer, who jotted 
notes on a napkin. 

Their constitueno’. Banga- 
lore South, was going to the 
polls yesterday along with 
two-fifths of India’s parlia- 
mentary seats in the first 
da>’ of a staggered election. 
But neither bad the least 
intention of voting. 

"I thought this time I'd get 
on with work rather than 
waste my time voting." said 
Mr Princeton, whose inter- 
net company Comnet is one 
of dozens recently spawned 
in India's software capital. "I 
voted last time, but not this 
time. I've lost faith in the 
political system completely." 
Ms Singb agreed: “Politics 
just doesn't interest me." 

At a nearby table J.R Prad- 
sad. also in this thirties and 
ou’ner of Phoneworld. the 
cellphone shop next door, 
said be had voted, but won- 
dered whether there was 
much point. "This will be 
my last time for voting. I'm 
fed up with all these pi^ti- 
cians. They never change, 
they Just want to make 
money for themselves - they 
never put their heads inside 
our problems." 

Such views in Friends 
cafe, nestled amid the new 
apartments, western-style 
supermarket. Citibank 
branch and Pizza Hut outlet 
in thi« comer of India’s most 
cosmopolitan of cities, are 
apparently common among 
India's young and profes- 






President E.ILNarayanan casts his vote TesterdayB«<> 


sionol class. .Many are 
up on politics, and p^icu- 
larly politicians. 

A recent poll in Outlook 
magazine found 55 per cent 
of 13-30S were not interested 
in politics and .13 per cent 
did not vote at the last elec- 
tion. Voter turnout has 
meanwhile been slipping 
among we.althier urban 
inrtian^. while rising among 
the poor and in tbe villages, 
home to 73 per cent of 
India's 960m people. 

A cademics such as 
Pavan Verma. a 
Writer on India's 
middle class, say the reason 
for such growing apathy is 
that India's elite feel more 
alienated from politics, as 
pote- and rural votera exert 
increasing democratic power 
through sheer weight of 


numbers. "Tbe middle class 
today has the fewest friends 
m the democratic process." 
he told a Sunday TV chat- 
show. 

G.R. Seshadri, an electrical 
engineer, put it more bluntly 
at Koramangala's busy poll- 
ing centre yesterday: “The 
middle class gets disillu- 
sioned by the votes of tbe 
illiterate masses swaying the 
election one way or another, 
and the feeling that your 
voting doesn't count." 

But another more practical 
issue, said Maleppa Ramesh, 
a worker for the Janata Dal 
party at tbe some polling 
centre, is mobilising the mid- 
die class vote. And it is not 
just a question of "demo- 
cratic" spirit, as he 
explained toe vote-getting 
process. “The illiterate 
people, you give them some 


rntmey or drinks and they 
will vote." be said , "Tbe mid- 
dle cla^ people, we can't 
force them - they will vote 
only tf they feel like ft." 

Indeed, activity beneath 
toe bunting at party benches 
was far livelier at a slum a 
couple of kilometres away 
wbich boused 36<0(K) low 
caste Indians, according to 
community leaders, in a rub- 
bly warren of cramped buts. 
thatched shelters and open 

dr ains 

The slum lanes were 
decked with Congress party 
bunting and there was a 
sweet waft of "country 
liquor" on breatite among 
the gathered crowd as Kari 
Rrishnan. local Congress 
organiser, explained that 
there would be a 69 per cent 
turnout from the slum and 
that most dwellers would 
vote Congress. 

He said there were 900 
Congress workers cq^niting 
in the slum. 

He said the slumdwellers 
would vote Congress "for 
development" - even though 
toe slum has been there for 
25 years. Opposite stands an 
impressively hi^-rise, but 
mouldering and empt>’ 5A300- 
apartment complex built nvo 
years ago as an aretes vil. 
iage for a national games. 

“We should educate the 
people," said Mr Krishnan. 
"You can go and ask them 
who represents them in 
there and they won't know." 
So. any mooey or liquor 
involved to the 60 per cent 
turnout? '*Pol>tlctans per- 
haps spoil them,” he said, 
smiling. "But I don't think j( 
helps, because everybody Is 
doing it" 

Mark Nicholson 
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Microso ft chief and industry rivals to testify at Senate committee hearing next month 

Gateis heads for Windows showdown 


^ Louise Kehoe 
In Ssn Frantieco 

Bill Gates- has agreed to 
testify before a Senate judi- 
ciary cpnuiiittee . hearing 
early next.mon^ in what 
promises to be. a lively pub- 
lic showdown ..over- Micro- 
soft’s alleg^ anQ-competi- 
tive activities. 

Arch-rival .»m 
chief executive of Netsci^ 
is also due to -testify and 
Scott. McNeajy of Sun Micro- 
systems, QD.e of Microsoft's 
most outspoke detractors, 
has been asked to s paav . 


: The : March - 3 hearing, 
organised by ' Senator Oirin 
Hatch (£ Uta|l. whose state 
is home to Noyell - a long- 
time itQcrosoft rtv^ r .is 
mtitted “Market power and 
structural change in the soft- 
ware industry“l 

However^ there is little 
doubt that qoestioxis will 
focus primarily on all^a- 
tions that. Microsfrft has 
abused its near mcmopoly in 
the market for personal com- 
puter operating systems. 

Senator Hatch, .chairman - 
of the j tuHrfar y 
is a vocal critic of Miciosoft. 


Earlier this month he argt^ 
that . the company was 
attempting to dominate the 
- internet and raised the spec- 
tre of a new internet com' 
meree commission to re- 
late online .- commerce if 
Microsoft were to achieve 
' " control” over tiie m^um. 

The software market 
leader Is already fitting 
charges that it violated a 
. 1 ^. antitrust agreement 
with the Justice Department 
that prohibits It from 
the sale of its Win- 
dows PC (operating system to 
any other product. 


Moreov^, Justice Depart- 
ment ofncials are actively 
investigating other aspects 
(rf Microsoft's business prac* 
tices, and are considering 
the possibility of bringing 
broader antitrust charges 
against the contpany. 

The central issue, aeconi- 
ing to those close to the 
investigation, is whether 
Microsoft’s activities dis- 
suade other companies from 
attemp tin g to compete with 

it in various segments of the 

software market. 

In interviews and at indus- 
try events over the past few 


weeks Mr Gates has mcietart 
Microsoft is not violating the 
agreement or any anti- 
trust laws. He maintainQ 
that the government's 
actions threaten to prevent 
his company from continu- 
ing to add new features to 
Windows, thus bolding back 
advances in PC technology. 

Microsoft must take a 
stand. Mr Gates said In a 
letter to shareholders and 
employees earlier this 
mouth. “A vital principle is 
at stake: whether Mioosoft 
and thousands of other 
American software compa- 


nies Will be free to create 
sof^are that benefits con- 
sumers." 

However, Microsoft’s crit- 
ics have also been outspo- 
ken. “In the face of a monop- 
oly the rational buyer 
always buy from the monop- 
olist because the definition 
^ monopoly is market power 
that cannot be overcome b}' 
a private company.” Mr 
McN'ealy told an industry 
gathering in Silicon VaUey 
last week. 

“Only with government 
intervention will we be able 
to deal with this.” 



to Gapitalise on clean bank image 



P anama’s banking 
industry is hoping for 
a change of image. Iiax 
regulation and'tigbt secrepy - 
laws may have attracted off- 
shore frmds to the country, 
but they also contributed to • 
a sleazy reputation abroad.. 

Now Panama wants to ' 
shake off the ne^tive per-- 
ceptions by raising its bank- . 
ing standards. 

The international hatiViTig 
sector emerged in 1970, 
“when it was faghinnaWa to.- 
have little supervision - and - 
high secrecy”, said Paul 
Smith, general manager of 
Panama's Banco Continen- 
taL “There was nothing 
wrong with it then. But the 
world has evolved apd gone 
in another dhrection." 

The sector has lOD-odd 
banks frmu souk 30 coun- 
tries and is still impor- 
tant contributor to . the 
national economy, account- 
ing for II per cent of grass 
domestic product 
However, the total assets 
of $35bn 1^ OctobM' were .- 
far below the early 1980s 
peak of nearly $S0bn. “Time 
haft passed Panama by,” said 
one banker. 

As a result the country is 
preparing a banking law 
that it hopes win boost the. 
sector by addressing fears 
over lack of supervision.. 
“We want to make Panama 
into a financial centre 
homogenous wHb'DDhdon,' 
Zurich. . New York or' 


Miami.” -i^d. Juan Antonio 
Nifio, prerident' of the Pana- 
manian Banking Assocui- 
. tkm.' . 

“We are going to give a lot 
more confidence to. huterna- 
tlonal banks to do business 
in Panama.” 

' ' The law is being 
after coosoltation 
.industry. It will be 
Mardi under executive jk)w- 
eis given to Emesto'POfez 
Balladares, the president, 
who was formerly with. Citi- 
bemk in Panamn "“Ton have 
a presid^ vdio understaiids 
whal-bankmg'ls," said one 
'banker.. 

Under the propoeed r^ola- 
tions, capital requirements 
will increased and Basle 
standards for ri^-weigfated 
capital wUlHbe. adopted. A 
banking will 

be created 'with more Inde- 
pende^ and doot *01811 the 
present tegulat^ body, the 
National Banking Conunis- 
sion <NBG), which cannot 
even examine loan docu- 
ments.'' .... 

'The seed Jar a regulator 
with more pbwiefs . tf sa- 
tiny is' widely recognised.' 
.'When -Banaico, a ftman 
^-nmiwi-Hal - Tt^wV collapsed 
In 1998 due to bad loans the 
first time the NBC got any 
inklhig of trouble was when 
the' news emerged In the 
media, according *10 one 
banker.- 

' The new 'rales will also 
se^ to god conflicts of inter- 


Ernesto Perez Balladares: ’aaderstands what banking is’ 


esL Whereas the NBC counts 
three active bankers among 
its seven members - leading 
to fears, as one offidal said, 
of '^the mice being too close 
to the cheese” - the new 


supervisor win not have 
hank representatives. 

However, bankers said the 
banks have policed them- 
selves effectively In the 
absence of a formal require- 


ment to adhere to the Raaifr 
standards. Joseph Salterio, 
chief executive officer of 
Midland Bank in Panama, 
said: “Panama has imposed 
controls on itself. We cannot 
affotti to have anyone single 
ottt any bank as being 
lenient in its due diligence." 

Concerns over the coun- 
try's role as a money laun- 
dering centre have dimin- 
isbed. largely due to the 
creation of a finanwAi analy- 
sis unit to track capital 
Gows. 

**I think bad money left 
Panama a long time ago." 
said Mr Salterio. 

Nevertheless, the new law 
will help reduce fears about 
systemic risk in Panama, 
said Mr Smith. 

One benefit is that more of 
Panama’s hanl« will be able 
to seek credit ratings and 
improve their access to 
interoational capital mar- 
kets. 

Having more rated banks 
will, in turn, improve the 
image of the sector. The new 
law “will encourage outsid- 
ers to want to know Pan- 
ama”, he said. 

Panama still faces longer- 
tenn challenges to attract 
new international business. 
The fact that the country 
has a US dollar economy is 
no longer such an advan- 
t^e. as dollar accounts have 
become available elsewhere 
in Latin America. 

However, it is still per- 


crived as a shelter from pos- 
sible upheaval “Colombians 
can now hold dollar 
accounts in Colombia, and 
get better interest,” said an 

close to the industry. 
“But when I ask them why 
they continue to use Panama 
they say ‘Por si aeaso’ - just 
in case.” 

Panama fares less weD by 
comparison in another 
respect Unlike banking cen- 
tres such as the Cayman 
Islands - which has assets of 
SSOObn - Panama requires 
banks to maintain a ph^'sical 
presence. “They dream that 
that is the way you create 
employment but in the long 
term it may prove counter- 
productive,” said one 
banker. “*^6 last thing 
bankers want to do is hire 
more people." 

Recent increases in the 
sector's assets have been 
slight, he added, and have 
been largely spurred by the 
growth of domestic banks, 
not the internatiODal sector. 
*“1110 great risk is that this 
becomes a domestic banking 
centre.” 

He thought the proposed 
law changes were “very posi- 
tive” and would help consoli- 
date the international bank- 
ing sector. But he does not 
think it will get back to 
where it was 20 years ago. 
“The market has changed 
too mudi.” 

James Wilson 


NEWS DIGEST 

Tax challenge 
to Caracas 

Venezuela’s regional governments are stepping up their 
battle to chip away at the central government's poweia, 
'with a legislative proposal that would grant them 
authority to levj’ taxes. 

The Association of Governors is to present Congress 
with a bill that would see governors imposing taxes on 
personal income, retail sales and Iuxur>" goods such as 
liquor and tobacco. These ta.xes are now levied by central 
government. 

Compared with other countries in the region. 
Venezuela’s revenue raising and expenditure are hl^y 
centralised. Only -1 per cent of provincial governments’ 

income is self-financed, said Rafael de la Cruz, head of 
public policy at the Institute of Advanced Business 
Shidies. 

Despite opposition by Rafael Caldera, tbe president, and 
his smaU Convergencia party. Congress appears likely to 
approve the law. Raymond Colitt. Cbrocos 

■ VISA USA 


Fraud falls to record low 

Fraud on Visa credit and debit cards in the US fell to a 
record low last year. Visa USA said yesterday. Card fraud 
averaged 0.08 per cent of rolume, or eight cents out of 
every $100 spent in 1997. compared with 0.19 per cent of 
volume at its peak in 1992-1993. Fraud in 1996 averaged 
0.11 per cent of volume. 

The company said the consistent decline in firaud since 
1993 could be attributed to three main programmes: card 
actix'ation programmes which prevented the use of newly 
issued cards before cardholders activated them, reducing 
the number of fraudulent charges on cards stol^ from 
the wail; an address verification service which acted as a 
clearing house to flag fraudulent addresses, reducing 
“identity theft”: and Visa's cardholder risk identification 
service which used artificial inteUigence to identify 
su^icious purchase patterns. 

TTie overall amount of fraud continues to increase, as 
volume rises, but the growth rate has slowed. In the four 
quarters to the end of September last year, fraud growth 
was 6.4 per cent, against 10 per cent in the four quarters 
ending March 1997. Tracy Corrigan, Nao York 

■ CANADIAN SHIPMENTS 


Increase driven by car parts 

Strong US demand for car parts enabled Canadian 
companies to ship C$37.6bn (US$26.Ibn) worth of 
manufactured goods during December, a greater than 
expected 2 per cent seasonally adjusted gain over 
November shipments, the government reported yesterday. 
Shipments for the entire year rose 6.9 per cent over the 
previous year to C$4817bn. 

Gains were broadly based in 19 of 22 manufacturing 
categories, suggesting the Canadian economy has 
regained momentum after faltering with a 0.3 per cent 
drop in gross domestic product in November. Some 
observers, however, noted that a 1.7 per cent fall In new 
orders in December hinted at softer economic growth in 
the next few months. 

Observers said the results were unlikely to prompt the 
Bank of Canada to move away from its accommodative 
monetary policy. Scott Morrison. Toronto 
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Avoid system 
downtimes... 



tion. Its performance sianos « 

ibility.'nie old adage applies heretoo: ^ 
:e of prevention is wortti a pound of wre. 

I sources of trouble have to be identified 
ded early on In orderto prevent serious 
with a!) tiieir consequences. Butthis 
ates highly speciafized expertise and on- 

stem morritoring. Effort and expense that 

and should avoid. 



with our operational 
services . . . 


The better option is to put the responsibility Ni 
the hands of the specialists from Siemens 
Nbcdorf. Because the/re experienced in auto- 
mated, preventive remote or on-site problem 
identification and resolution. They intervene 
before the network ever goes down, while 
also taking aK of the other system-related tasks 
off your hands; From end-user support to 
software and data management to complete 
administration of your IT operations. 







for information technology 
without the thorns. 

So you can concentrate on the challenges of 
your market and leave the support of your 
systems and networks to Siemens Nixdorf 
IT Service. Our specialists have the cross- 
vendor know-how that’s needed to offer you 
custom-toiloredserviceforgreaterefficiency. 

To assure you information technology with- 
out the thorns. For more information, simply 
fax this ad to us at M9-89-636-45579. Don’t 
forgetto add your name and addressl 


Siemens Nixdorf : User Centered Computing 






FINANCLU- TIMES TUESDAY FEBRUARY 17 199 ^ 


NEWS: INTERNATIONAL 


THE IRAQ CRISIS 

Annan seeks 
US support 
for mission 


By Laura Silber at the UN in 
New York and Roula Khalaf 
m Baghdad 

Kon Annan. United Nations 
sccretar>‘ general, under 
mounting pressure from 
Russia and France to go to 
Baghdad to try to resolve the 
Iraq crisis, was last night 
trying to win US support for 
his last-ditch mission. 

Mr Annan couJd arriva in 
Baghdad as early as tomor- 
row if Washington backs his 
plan to defuse the stamd-oS 
over weapons inspections, 
UN ofBcials said yesterday. 

Aides to the UN chief, who 
Inst night held his third 
meeting on Iraq with the 
five permanent Council 
members, said he would go 
CO Bagdad only if he bad a 
reasonable chance of success 
in compelling Washington to 
abandon plans to iaundi mil- 
itary' action. 

However, even before the 
secretary general bad 
decided whether he bad the 
go-ahead from the US, ele- 
ments of his travel plans 
were emerging. An official 
said: “It's in the air that he 
will travel to Iraq... by 
Thursday at the latest." UN 
ofTiclals say that Mr Annan 
does not want to repeat the 


experience of his predeces- 
sor. Javier F4rez de Cuellar, 
who went to Baghdad on the 
eve of the iddl Gulf war. but, 
said the “he is under 

enormous pressure from 
everyone but the United 
States to go to Iraq”. 

Mr Annan has been trying 
to hammar out a plan which 
wotild persuade to allow 
access to suspected weapons 
sites by having Council 
members accompany UN 
inspectors to particularly 
sensitive sites, snch as resi- 
dential areas within vast 
compounds placed off-limits 
by Iraqi authorities. 

Of the ffve permanent 
Council members, only the 
US has not yet backed the 
plan, said UN officials. 

It Is unclear whether Iraq 
would agree to this proposal 
since the group would be 
under the authority of the 
UN commission chai^d 
with dismantling Iraq’s 
arsenal of deadly weapons 
(Unscom). not the Secisity 
Council as Baghdad has 
demanded. 

Iraq meanwhile intensified 
its diplomatic offensive yes- 
terday to rally Arab siq>port 
against a possible US and 
UR-ied military strike. 

Sheikh Hamad Ben Jassem 



Cook backs 
Baghdad trip 


Iraq's deputy premier 'nriq Aziz, right, with Qatar’s foreign minister. Sheikh al-Thani, 
yesterday. is seeing Arab baekisg in its stand-off witih the US 


ben Jabr. Qatar's foreign 
minister, arrived in Ba^idad 
for with mark- 

ing the first time a Gulf for- 
eign minuter has stt foot in 
Iraq since the 1991 Gulf war. 

Mohanuned Said el Sahaf. 
Iraq's foreign minister, left 
Jordan for Lebanon yester- 
day. after ipsigting Ba ghdad 
wanted to avoid a showdown 
wi^ the US and attacking 
Washington’s 'hegemouy'. 
He is due in Paris today to 


deliver a letter from Mr Sad- 
dam to Jacques Chirac, the 
French prudent 
Mr Sahaf said his diplo- 
matic eSbrts were aimed at 
finding a common ground 
with Arab leaders to bring 
Iraq out of the cii^. Led by 
Egypt, Arab governments, 
finding themselves under 
immense pressime bum pub- 
lic opinion, have been 
actively searching Cor a 
peacefril solution and have 


urged Mr Saddam to back 
down and aUow UN inspec- 
tors charged with, dismantl- 
i^ Iraq's arsenal of weapons 
of SLS^ destruction free 
access to weapons sites. 

On Sunday, Amer el Saadi, 
an adviser to Mr Saddam, 
warned that a US militiuy 
strike could destroy UN 
weapons monitoring 
systems. 

Liviitf with the wolf. 
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By George Parker, 

Political Correspondent 

Britain Is **very siqiportive'' • 
of a p ea ce mission to 
dad by Kofi Annan, UN sec- 
retary general, UK d^riioe 
chiefs said yesterday. 

Bnt, they added, the Ros^ 
Air Foree was ready to join 
the US in ianncbing air 
strikes against Iraq if diplo- 
ma^ failed. . . 

Robin Cook, formgn secre- 
tary, said be would back Hr 
Annan's mission provided 
there was no watering down 
of the Security Coimdl reso:. 
lution guarauteeing U^ 
inspectors access to possibli^. 
weapons sites. 

"We are very - sqpporfiye 
of the idea that Mr Annan 
should visit Badidad,; 

Tided we are clear ' 'that 
i^ghaa^ wfU'trrat him'seii- 
Qusty and will take his mis- - 
Sion seriously,* ~.Hr-jCpok 
said. 

Meanwhile smior - 
defence offici^ yestmi^ 
gave a detail^' -asseaCTent ' 
of the weqKms .they beiieve 
to be at. Saddam Hussy’s 
disposal. Including possible 
stocks of mustart and 

Iraq wtc s^ to have'beesi 
attempting to buy. crop 
spraying devices from other 
countries, which could be 
used for d^loying-the weap- 

•Oltt, 

One official said he. did 


not bdieye Raddam Huss^ 
would use th^ weapo^ in 
open conflict, becanse. it 
would ‘'show ^ .wo^tisal 
he has been nmidbag' fiiese 
things", i •. 

Howev^ i^tisli: jnfeUf- 
gence i^cera^are 
that SaiMm could- u8b to- 
imlrt groivs'^ a ftwt ^ 
launchii^ an atfaiiA using 
diend^ we^)Oi&--:-' 

:: of. all 

'%e.pORibiIitii»,: that' is the 
inb^' Ukely^,*’ said dno oSt 
,«er/. 

, -Xte ctaiUE came as coo- 
hactora-be^-.assemhlliig a 
ring 'oC. c<merefe bollards 
mrdQnd the US embassy in 
central .'London, .. desired 
ipitiievent ateciks by terror- 
ists. .'■'.••• 

: British -Intelligence sng- 
gcists'that Xr^ may still pos- 
sess .around 10 ballistic mis- 
sflesi with a rah^ up to 
GSQkm. 

' Defends officials claimed 
that, morale among Iraqi 
' traops.w^ low and that its 
air- force a»d anti-aircraft 
defraces" were ' less well 
equipped to connter US and 
British air attacks than 
daring fbe Gulf War in 
1991. 

There were also signs that 
Saddam . Busseiu had 
- deployed his Republlcus 
Goard to cities arinuid hraq 
to counter any possible dvil 
uprising, following allied air 
strikes^ 


Jordan will not allow use of its airspace for attack 


By Judy Dempsey 'm Amman 

Jordan will not allow Israel 
or any other countries to use 
its airspace to launch 
attacks against Iraq, it was 
announced yesterday. 

“It is correct {that Israeli 
wiili not be aUowed to fly 
over Jordan]." said Crown 
Prince Hassan. who yester- 
day warned that the ramifi- 
cations of any US-led strike 


against Iraq “had not been 
thought through.” 

Jordan fears any Israeli or 
US strike would make the 
US a less credible partner in 
salvaging the Israeli-Pales- 
tinian peace talks and could 
plunge the region into insta- 
bility. Officials also believe 
the fragile peace treaty 
signed between Israel and 
Jordan In 1994 would be ftir^ 
tber undermined. 


Crown Prince Hassan was 
addressing a delegation of 
US and European invest- 
ment bankers, led by Eoor, 
Israel's largest holding com- 
pany, whidi was in Jordan 
to explore investment p(^- 
bilities. But adinit- 

ted the climate for invest- 
ment was far from 
favourable given Israel's 
intransigence towards the 
peace talks and the stand-off 


between Iraq and the US. 

Jordan, like the rest of the 
Arab world, favoura a diplo- 
matic solution to the Iratp 
crisis, insisting Iraq should 
comply with United Nations 
resolutions but that the Iraqi 
people should be given 
“some light at the end of the 
tunnel". 

Officials said the US was 
ignoring Arab public opinion 
- expressed in demonstra- 


tions against military 
strikes. Such opinion they 
said, was not pro-Saddam 
Hussein. Instead, it was anti- 
war coupled with sympathy 
with the Iraqi people. “Sad- 
dam Hussein," said one 
senior official, “would lose 
the military confrontation 
but would win over public 
opinion in the Arab world." 

Jordan's support for a dip- 
lomatic solution also steins 


from the hi^ cost it paid 
during the 1991 Gulf .war 
when it refused to the 
US-led coahtion to force Mr 
Saddam out of Kuwait ' . 

It was inundated - vrith 
hundreds of thousands of 
Palestinians mcpelled from 
-the Gulf.' Jordan,' sdready ; 
saddled with an official ' 
unemplo^ent rate of 15 per 
cent bad fold' Ir^ it would . 
not accept any refug^ -if 


war broke out ^ain. ' 

UN sanctiwis on Iraq have 
robbed Jordan of its laigest 
tirading partner. Iraq now 
accounts for-.20 per cent of 
Jordan's total exports - S2bn 
last y^r. Officials 
another war wotild spell, ecp- 
mmuc ruin shi<» dll sup^ied 
by Iraq at half woiid prices 
-would be cut off; forcdngit to 
^nd 375Dm to buy (dl at 
mariut Prices'- ’ 



Thanks to you, all sorts of everyday 
products are being made from the 
paper, plastic, metal and glass that 
you’ve been recycling. 

But to keep recycling working to 
help protect the environment, you 
need to buy those products. 







So look for products made from 
recycled materials, and buy them. It 
would mean the world to all of us. 

To receive a free brochure, write 
Buy Recycled, Environmental Defense 
Fund. 257 Park Ave. South. New York. 
NY 10010, or call 1-800-CALL-EDF. 


World Bank shares in lauhch 
of dam standards commission 


By Mark Ashurst 
In Cape Town 

The World Commission on 
Dams, a joint efii^ by the 
World Bank and lUCN, the 
World Conservatioa Union, 
to establish common stan- 
dards and principles for dam 
building was launched in 
^uth Africa yesterday. 

About 33,000 large dams 
have been built worldwide 
since 1950. creating an indus- 
try with an annual turnover 
estimated at nearly SZObn. 

The commission, whose 12 
members 'mclude engineers 
from the construction and 
investment sectors, scien- 
tists and lobby groups, aims 
to review the effectiveness of 
danm. and assess altema- 


ti\’es for water resources and 
miergy devdic^meat. It also 
aims to agree new criteria 
for designing, build^. oi^r^ 
ating and decommissioning 
large dams. 

James Wolfensobn. World 
Bank president, said the 
commission bad bem set up 
to defuse “mistrust built up 
over decades of antago- 
nism". Relations between 
groups with an direct inter- 
est in building dams, and 
activists who opposed them 
for social and environmental 
reasons, had become 
“increasingly acrimonious 
and uoproductive". he said 
in a video presentation from 
WashingtoxL 

The World Is the 

largest contributor of 


finance and- technical advice 
for bufldtog dams in develoip- 
ing countries. Although it 
has taken a stand against 
corruption and malpractice 
by suspending loan guaraii- 
tees for controversial pro- 
jects, the bank is dirertiy 
involved in only 2-3 per cent 
of pngects. 

David Mcdowell. director^ 
general of lUCN, urged the 
commission to. pursue "an 
independent cross-sectoral 
at^roach" to dam tiuil^x^. 
With no statutory powers 
and due to be dissolved after 
two years, the commission 
“represented the. voice of 
practically everyone 
involved." he said. 

The commission's mem- 
bers Include Gdran i-indahi. 


president and cbi^T execu- 
tive of ABB Asea Brown 
Bovert, the Zurich^based 
engineering company which 
was involved , with Malay- 
sia’s 5S.4bn Bakun Dam, and 
Medha Patkar, founditt of 
the Indian . lobby group, 
Struggle to Save the Nar- 
mada Itiver. • r . -. .. — 

They will be joined by 
Shen Guoyt a seifibr ct^ 
servant frfoB the goverd- 
meut of China, ..where the 
Three Gor^VP^ect 'te the 
biggest dam yet undertaken. 
China h^ minirnaT mvolve^ 
mat with .either tiie' World 
Baz^- of non-govenunental- 
organisations before last 
year’s workshop bost^ by 
the World Bank and lUC^ at 
GMxid, Sytitaseiiand. . ' 


Mossad 



Israel 

premier 

^ Avf MacMis in Jenisalm 

B^atnin Netanyahu, the 
Israeli prime mirUster, was 
^terday exonerated by a 
. govenuseht-appointed com- 
-^ttee. investigating last 
year's botcM assassination 
of im Islamist official in Jor- 
dan by the Mossad intelli- 
gatce agttcy. 

Mr Netanyahu, .who had 
authorised the- mission on 
the soil of Israel’s closest 
And) ally, was complete!)’ 
supported by the committee. 
“[He] dealt with the case in a 
responsible xnanner." said 
the report. . 

Danny Yatom. bead of 
Mossad, was criticised for 
bis “heavy responsibility” in 
approving -a Clawed opera- 
tional plan.' But the commit- 
tee, headed by Joseph Cie- 
ebanover, chairman of 
stateowned airline El Al, did 
not recommend bis resigna- 
tion. 

. The 15-page excerpt of the 
classified SOO-page report 
zqipeai^ to ignore the politi- 
cal implications -of trying to 
km Khal^ Meshal. an offi- 
ciail frum the Islamist move- 
meht Hamas , by lethal injec- 
tion on the streets of 
Amman last September. 

It jnstified Israel's policy 
of takii^. action “against 
those who seek to barm 
Jews, wherever they may 
be," .'even though the affair 
embairassed King Hussein 
of Jordan. : 

Afrer s^Tng a summary of 
the re^ft. Mr Netanyahu 
said Israel’s policy would not 
diange. "Ouf policy is that 
we 'will strike out at terror 
anywhere necessary." 

At the King Hussein 
managed to extract' conces- 
sions from. Mr Netanyahu. 
tie Tetnrii'^ the Mossad 
agents to Israd .in exchange 
for the release of Sheikh 
Ahmad Yasstn. the spiritual 
leader of Hamas, and dozens 
of Palestinian prisoners. 

Jordanian officials, still 
angry over the aC^. yester- 
day said Israel bad violated 
Jordan's sovereignty by 
authorising the mission. "It 
was a reckless act and a stab 
in the, back to the peace 
treaty,” said, one officiaL 
the committee focused 
almo^ ^lusively on Mos- 
sad’s cper^oiia] frtSure. It 
criticised the poor planning 
and implementation of the 
mission. In its only concrete 
^blicised recommendation, 
it called on the prime minis , 
ter to. appoint an assistant 
on inteOigeDoe affaire. 

A parliamentary subcom- 
mittee on the secret services 
also issued a report on the 
aCE^. It said the deciaion to 
authorise . assassination 
attempt was a mistake. The 
commitiee also criticised 
Israel's wti-terrorism poli- 
cies: “No Isra^ government 
has ever formulated ah anti- 
teiTof policy based on 
in-dqith thoo^t and a logi- 
caU coherent line," said the 
committee. 


Women ‘miss 
job benefits’ 
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By Frances WBRams 
in Ge neva 

Paid maternity leave is now 
on the statute books of more 
than 120 countries, but many 
women fail to qualify and 
most still face discrimina- 
tion at work, the Interna- 
tionaJ Labour Organisation 
said in a report" yesterday. 

The report noted that 
women are tbe main bread- 
winners in about 30 per cent 
of all households worldwide. 
Id Europe. 59 per cent of 
working women provide one- 
half or more of tbe family 
income. 

Tbe proportion of women 
of child-bearing age in the 
workforce continued to rise. 
By 2010. 50 per cent of 
women aged 24-50 in the 
industrialised countries will 
be working outside the 
borne. Globally, the propor- 
tion will be TO per cent. 

Yet “in all pans of the 
world, working women who 
become pregnant are faced 
with tbe threat of job loss, 
suspended earnings and 
increased bealtii risks due to 
inadequate safeguards for 
their employment.” said 
Josephine Dy-Hammar. head 
of the ILO’s Conditions of 
Work Branch. 

Restrictive conditions 
such as a minimum length 
of service with tbe current 
employer, compliance with 
notification procedures, or 
exemption from the rules for 
s mall businesses all serve to 


erode women's rights to paid 
leave, the report noted. 

Women woiking in the 
informal sector, or in coun- 
tries with weak social secu- 
rity systems, are rarely cov- 
ered. which in practice 
means only a small propor- 
tion of women tn developing 
countries receive legal pro- 
tection. 

Reviewing maternity bene- 
fits in 152 member countries, 
tbe ILO said 119 meet tbe 
ILO minimmn Standard of 12 

weeks' leave, 62 of which 
provide the recommended 14 
weeks or more. Among 
industrialised nations, only 
the US. Australia and New 
Zealand do not provide paid 
maternity leave by law. 

The Czech Republic and 
Hungarji’ provide tbe longest 
entitlements, 28 weeks and 
24 weeks respectively, 
though the ILQ said mater- 
nity benefits have generally 
been cut back in east Euro- 
pean nations during eco- 
nomic restructuring. Den- 
mark. Norway and Sweden 
all provide extensive paren- 
tal leave in addition to 
maternity entitlements. 

Collective bargaining 
agreements may also 
improve mandated leave 
entitlements. In the UK. 85 
per cent of 240 businesses 
surveyed in 1995 offered lon- 
ger maternity leare than the 
stipidated 14-18 weeks. 
^Maternity Protection at 
Work. ILO Publications. CH- 
1211 Geneva 22 SFri5. 




pain 

from dn^ 



By Vanessa Houlder - 
in Philadeiphia 

Computers 
can control 
Intensive 
. V Care .Unit 
k V ventilators 
1^ * more sac- 
cessfally 
than doctora, an expert hi 
computerised medicine has 
told the American Associa- 
tion fbr tbe Advancement, of 
Science. -A. computer was' 
also found to make better 
medical decisions than doo- 
tore when it came to pres- 
cribing antibiotics. 

The Latter Day Saints Hos- 
pital at Salt Lalw City found, 
that survival rates for 
patients with a severe form 
of pneumoma increased from 
30 per cent to 60 per cent 
when tbe ventilators were 
controlled by a computer 
usii% information provided 
by monitoring devices. 
David Classen, associate pro- 
fessor of medicine at tbe Lat-' 
ter Day Saints Hospital, 
acknowledged that this 
development se^ed .“some- 
w'hat futuristic”, but pre- 
dicted that the emergence ^ 
sophisticated information 
systems in hospitals wot^ 
lead to "an absolute revolu- 
tion in healthcare". 1 
“No area . of h^thcare ks 
moving as fret and changing 
as rapidly as infonnatioti 
systems in healthcare.” he 
said. He predicted that 
healthcare organisations 


wbi^d 8^ttui^.sp^ 10 
per:cent qf 'tb^;.tadgets -(m 
' information ' systems, com- 
; pared wdth traditional 
allocation of- about i per' 
cart.- - •• 

CompoteTised e^ert 
systems- are based oh the 
.knowledge: a paBel of 

..eaptfts, '.vAiieh:. is- validated 
by past data. Bid Clas- 
sen stre ss e d ' -that' como^iittafs 
should belp;-.'raither thaw - 
replace individual doctors. 
“There Is a'dai^ we 
autmnate too. much;,-we_will - 
end up with catastri^iic sit- 
uations, " he said. 

The Antibiotic Assistant] 
devdop^ at tbe Lati^ Day 
Saints . Hospital, which 
advises on the best antibiotic 
to give a hospital patient, ' 
.'was fbnnd to have “an enor- 
moua impact on complica- 
tions and length of stay Jn 
hospitals", said Friaf Clas^ 
The dbettes \rere not obliged 
to follow tile suggestions of 
tbe system. However, tiie 
results of the trial showed 
frial it was usoally .g mistake- 
. to override the .computer's 
judgments. . 

The computer auto mati- 
cftlly rebeives the 're^ts of 
the patientis blood tests and. 
calcnlats i^ng ts in' unpo^ 
tant variables. .It soeens the 
patient's records. 5^ Idmxti- 
.fies ^^tential infectious 
• eqmplijte'tib:^: 
a soggeafito . 

that -the i^tieht should be 
given! based-on a detalied- 
.assessmnt of medical and 


cost issu^. “The conmuter 
capable - of considering A 
variables, whereas humar 
can poly, take . thrre to fii 
^ varices into account,’^ sai 
Prof Classen, 

. .If. .a /S'eriously-in patiez 
neeite to be given antibiotic 
.tod iugmifiy to wait for th 
-r^ol.ts.^of blood tests, tb 
programnm will go back int 
. its clmical data base to mak 
a recommendation based o 
^milar patLents with irtfa 
tions in tfarir blood stream: 
: .-=lf .tile .doctor does nc 
S0?ee-vrith tbe computer, . 
. for reasons for the ovei 
ride, so it can team and poi 
slbly improve its perfoi 
znance. 

. '. The emerging field c 
“medical informatics 
offered other importan 
advantage, said Prof Clai 
sen: “The. internet is one c 
the. most powerful tools moi 
ing tecdinolc^ on in healt 
car^" be said. 

Intrasetsw or internal nei 
wwks, make it possible fa 
doctore to retrieve quickly ; 
patient’s medical records 
Currentiy,.- doctors often fim 
it extrmoiely 'time-consununi 
to find out about even tb 
.most recent tests ^ consul 
tations. 

.feedback about a doetbri: 
or 'hospital's' perfdnnanc< 
canalwbe provided'througl 
tiiB interhHi '»hich provide 
an easily accessible means o 
making comparisons aboa 
tha 'Recess of treatmehb 
wU other hospitals. . 
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Court hears of secret coimnission-sharing deal with UBS Channel Island subsidiary | uk news digest 


Accused forex dealer ‘was paid $5.8m’ 


By PhBip Jeune ki Jersey 

A foreign exchange dealer 
who lost more thag $i0m of 
his clients' money in five 
years received payments 
totalling almost Royal 
Court in Jersey, lai^t of 
the Channel Isla^ b^een 
England and France, heard 
yesterday. 

Robert Young. 43, who 
denies six charges brou^t 
under Jersey’s Fraud Law 
relating to the making of 
false, misleading or decep- 
tive statements, was paid 
$2m in commission by the 
investment manager repre- 
senting some 90 interna- 
tional clients. 

However, he and his wife 
Maureen, a fellow trader, 
also received a further 
ya ftm , the court heard. That 


The government yesterday nnveiled 
proposals to reform the use of lories in 
complex fraud trials in the US to restore 
public confidence in the prosecution of 
white crime, John Mason writes. The 
reforms would not apply to the Channel 

fclaiiHc. 

A Home Office consultation paper 
gngg fteted four options for change including 
specialist jurors, judges sitting alone, tribu- 
nals composed of a jndge with lay asse^rs 
and an extension of the judge's role within 


the current system. Alun Michael, a Home 
Office minister, said the government 
achnowleiteed that recent hi^ profile fraud 
trials had highlighted "eouthniing diflicnl- 
ties" with the cnzrait system. 

Mr Michael sud the government had no 
pMerred solntion and even remained < 9 en 
on wheth^ r^orms were necessary or d«si^ 
able. However, the consultation paper is 
expected to prompt the most signlfliant dis- 
cussion of jury rtform since the 1986 report 
on fraud prosecutions by Lord RnsKiU. 


was said to have come 
through a secret commis- 
sion-sharing deal with UBS's 
Jersey subsidiary. Cantrade 
Private Bank, through whom 
Young placed all his deals. 

The prosecution case 
alleges t^t Young, who was 
based in Nottingham. 
England, before moving to 
Jersey in 1991. made mis- 


leading statements to inves- 
tors reporting profits above 
$l6m. 

With him in the dock is 
Alfred Williams, 49. a former 
tax adviser and partner with 
Touche Ross's Nottingbazn 
branch, who is alleged to 
have audited Young's frlse 
trading profits. He denies 
ten charges of either mak- 


ing. or recklessly making 
statements that were mis- 
leading. mise or deceptive, 
“Young had an incentive 
to trade investors' money 
frequently, regardless of 
whether it was profitable or 
not," said Crown Advocate 
Cyril Whelan, the chief pros- 
ecutor. **He and his adfe 
earned thousands of dollars 


ev er y time they picked np 
the phone and placed a trade 
because of a secret agree- 
ment under which Cantrade 
shared its profits, with 
Yoang. 

“As he lived fiie life of- a 
rich and successful foreign 
exchange dealer, the inv^ 
tors' money dwindled 
beneath his fingefS,” added 
Advocate Whelan, who qient 
three hours onUlning a case 
expected to lest betweei six 
and eight weeks. 

It is Jersey's biggest and 
most comidex fraud trial and 
is the result of an Investiga- 
tioD lasting fonr years that 
has involved fraud squad 
ofiicers, London lawyers and 
fbrensic accountants Robson 
Rhodes. 

More fiiau Im doenmaits 
have been amassed by the 


‘Little Korea’ hit by distant crisis 


Expatriates in London contend 
wi& south-east Asia’s fall-out 


L ike most Koreans liv- 
ing in London. Peter 
Cbung has not lost 
his taste for kimchee. the 
staple vegetable dish. But 
the financial crisis in south- 
east Asia has forced him to 
sacrifice the more e^q>ensive, 
ready-made variety available 
in his local Korean super- 
market in south-east Lon- 
don. "We make it ourselves 
now." he says. 

Mr Chung’s Korean bil- 
liards dub serves a commu- 
nity starved by collective 
belt-tightening. As compa- 
nies such as Samsung cut 
their UK operations, local 
Korean supermarkets, res- 
taurants and estate agents 
are suffering from the exo- 
dus of expatriates back to 
Korea and from the thrift of 
those who stay. 

The population of "Little 
Korea", centred around New 
Malden in the south-west 
suburbs of London, has 
grown to 14,000 over the past 
20 years. 

It is the largest Korean 
community in Europe. Busi- 
ness Is fed by companies' 
steady, three-year rotation of 
temporary personnel and 
families. Now even the stu- 
dent population financed 
from home is set to halve 
following a similar reduction 
In the value of the South 
Korean won. 

Man Yong Choi, ffhairman 
of the Korean residents' soci- 


ety and manager of the 
Young-Bin-Kwan restaurant 
in the City, fears the 
knock-on effects for the com- 
munity: thinlc a iwifiiwmw 

of 3,000 people will have 
gone back to Korea by May," 
he says. "There are 230 Kor- 
ean businesses in the UK, 
and already more than 10 
per cent have shut" 

Seung Faek runs the 
Manna supermarket In New 
Malden High Street "Trade 
is 40 per cent down. Restau- 
rants don't buy as much now 
and because there are no 
more Korean tourists I’m 
also not selling kitchenware 
like rice-cookers," he says. 

Further down the high 
street, Mace, an emporium 
aimed at Korean tourists, 
trades with the lights 
switched off to save electric- 
ity. Traders say it will take 
over a year, maybe even two, 
for them to recover. But they 
are determined, switching to 
smaller cars and pulling 
their children out of inde- 
pendent schools. 

Yoon Hee Park is the man- 
aging director of Korea 
Insurance Brokers. Half of 
bis policies have been can- 
celled as homeowners go 
back to Korea but he 
remains optimistic: "We are 
getting British salesmen to 
help us get British clients," 
he says. 

Survival for the whole 
Korean business community 


" 

MANNA SUPERMARKET 



kWootaWnMn 

Setmg Faek: "Trade is 40 per cent down. Restaurants don’t bay as nraeh now... ** 


has required them to adapt 
and open their ingiiiar - mar- 
ket to cater for communities 
not crippled by the crisis. 

A competitor of Manna. 
Intel Foods, has been run by 
Dong Ran Suh fbr six years. 
She says sbe has never seen 
business so bad. "We used to 
sell 80 per cent Korean food, 
but now It will be 40 per cent 
Japanese. You can't survive 
if you just serve Korean cus- 
tomers." sbe sa>'s. 

However, the IS Korean 
travel agents in London can- 
not diversti}' so easily and 
while the huger ones have 


stripped their services of 
land tours, dealing in air 
tickets Quly, the smaller 
ones have shut Cho^ Soon 
Park qualifies the fact that 
her company. Haeia UK, has 
doubled its staff to cope with 
shipping demand "There are 
more people, but the volume 
has r^uced by 60 per cent 
because they don’t buy 
antiques and household 
goods to take back with 
them." 

Other Koreans see the cri- 
sis as an opportunity for 
smaller business. In Putney, 
nearer central London, a col- 


lection of eight Korean 
Import-cscport con^panies has 
lost nearly half its expatriate 
employees. 

However, Wanen Vahees- 
waran. Bnaneiai controller 
for Koian UK, explains why 
some people decide not to 
return to Kotea: "Some of 
them resigned instead and 
stayed in the UK. 

"They see better, prospects 
because their smaller mar- 
gins allow them to-do busi- 
ness which the big compa- 
nies cannot do." 

Gaiifam Malkani 


Laws against ‘cowboy’ 
directors to be tougher 


By Jim Kelly, 

Accountancy Correspondent 

Laws to make tt easier and 
quicker for unfit directors to 
disqualified from r unning 
companies are to be intro- 
duce, the government said 
yesterday. Udder the new 
fast-track procedure direc- 
tors of failed companies seen 
as unfit wOJ be told they can 
avoid court by agreeing a 
ban with the government. 

The agreement would 
“have the same legal effects 
as a disqualification order 
made by a court” said NTgel 
Griffiths, competition and 
consumer affairs minister. 

The government may offer 
those electing to take the 
fast track a lesser ban - 
such as three years - than 
that likely to be imposed by 
a court The move is part 
the government's high-pro- 
file campaign against 
so-called “cowboy" directors. 
About 1.000 directors a year 
are banned by the courts 
and the number ^ risii^ 

Mr Crlfliths said the proce- 
dure would be open to any 
director who “under the 
present law is or could be*' 

brought before the courts. 


The new procedure will cut 
legal and administration 
costs and increase the num- 
ber of directors bazmed. At 
present many directors iden- 
tified as unfit by insolvency 
experts never appear before 
court 

Legislation to back the 
fast-track approach may 
form part of a new insol- 
vency bill which would sedr 
to increase the number of 
failing companies eventually 
rescued. 

Mr Griffiths also said he 
planned to make it easier for 
small companies in financial 
trouble to come to as agree- 
ment with creditors. The 
government believes too 
many companies fall which 
could haN-e been saved. 

He said he wanted to intro- 
dace a "moratorium" after a 
business ran into trouble "to 
give a company’s manage- 
ment a breathing space 
within which to put a rescue 
plan to creditors". 

No further details were 
given but SPl. the insol- 
vency profession's body, said 
it bemed directors would be 
able to get a court order 
allowing 28 da)^ to work out 
a rescue plan while creditors 


were prevented from collect- 
ing debts. 

"Every month's delay will 
see around 60 companies go 
bust that would almost cer- 
tainly have been rescued by 
this measure," said Mr Bren- 
dan Goilfoyle, president of 
SPI. He said hundreds more 
could benefit 

The rescue plans would 
probably be set up with the 
help of a licensed insolveno* 
practitioner. Once formu- 
lated 75 per cent of creditors, 
by value, would have to 
agree the plan otherwise the 
company would go into liqui- 
dation or reoeh'ership. 

• The Institute of Directors 
is considering research cen- 
tre to look into the role of 
boards and provide practical 
advice on how to impro%*e 
their effectiveness. Jane 
Martinson writes. If 
approved, the new centre 
commission research on 
issues from executive pay to 
independence. 

Mark Watson. loD corptv 
rate governance executive, 
said the new body “will be 
looking at all sorts of issues 
- from wbat the board is 
there for through to bow a 
board makes decisions". 


Brewers under 
fire over poor 
pub redesigns 


By John WiTIman, 

Consumer Industries Erf to r 

Britain’s brewere and pub 
operators were yesterday 
condemned for converting 
their pubs into "tired old 
cliches of pseudo-Victoriana 
or fake Irish". 

The judges In the I99T 
Design Awards said that too 
many pub owners were 
"eburning out grotesque par- 
odies that purport to repli- 
cate the Good Old Days of 
the 1890s" rather than re- 
interpretlng the pub for the 
1990s. 

"A depressingly large 
proportion of the 
entries . . . were bedecked 
with over-famUiar 'heritage' 
parepbernalia - Disneyesque 
travesties straight out of the 
catalopie." said Stephen 
Parissien, who chaired the 
judges’ panel. 

I "Most evocations of sup- 
posedly Yictorian’ pubs are 
! as authentic as Dick Van 
i Dyke's Cockney accent (in 

! the film Afary Pvppinsir 
The judges refused to 


make awards in two catego 
ties of the competition, 
which is sponsored by the 
rampaipn for Real Ale and 
English Heritage, the state 
agency for conserving his- 
toric monuments. For the 
first time in the competi- 
tion's ID-year history, no 
award was made in the con- 
servation category. Some of 
the country's most cherished 
pubs were at risk from 
unthinking owners, said Mr 
Parissien. assistant director 
of the Paul Mellon Centre for 
the study' of British art 
The best pub refurbish- 
ment award went to Bread & 
Roses in Clapbam. south 
London, which is owned by 
the trade union-backed 
Workers’ Beer Company. 
Instead of creating "a pas- 
tiche of a Victorian pub", 
architect Andrew Wong had 
revitalised an 1840s building 
with "good, cunfideot mod- 
em design" with "no plagia- 
rism, no fakes, no boring 
repetition". 

Nomiffa deal. Page £4 


prosecutioji and a computer- 
ised system is beiiig ased to 
provide virtually instant 
transci^ of evidence to the 
court ' 

lotematioaal investors 
win be flying in from around 
the world to give evidence, 
starting today with Bryan 
Gudgeon, a property dealer 
from Bermuda who was 
Young’s, largest shi^ inves- 
tor. putting $lOm into his 
foreign exchange schemes. 
He was one of the few inves- 
tors to emerge with a profit 

Cantrade Bank was also 
due to stand trial but last 
memth pleaded guilty to four 
dia^es of criminal reckless- 
nese by maWng -misleading 
stateiaenta -to investors; It 
win be sentenced once tbe 
trial against Mr Young and 
Mr Williams is ctmcliided. 


Fashion 
indusiry 
may earn 
boost 
from state 


By ABea Rawwl h om 
in London ' 

The goveramnt may lamch 
policies to help the UK's: 
Ihshlon designers as part of. 
Its strategy of stimulating 
a ea li ve industries sndi as 
fashion, mnsic and film. . 
Brtttsh fashion. has sfa^ a 
rortval in xacent' years' 

- to tile iw*er»**t**"^i 

media attention attract e d tqr 
young designers sneh as 
Alexander HcQneen,- 
Antonio Berardi, Stella 
McCartney and Tristan' 
Webber, 

The proposed fashioa fnl-. 
tiative will be shnilar.in aim 
to the policies now being 
formulated by the govern- 
ment to support the film-' 
industry. It is expected- to 
examine wasrs of helping 
fashion designers to raise 
laiTHi-i* capital and finanoe 
expansiem, thereby redndng 
the risk of cashflow aises. 

Hie govenunent is still at 
an early stage of developing 
fashicoa policies. It hw* oom- 
missioned a stndy.dne to Im 
published this summer, to 
compare the sirengtiis and 
weaknesses of the UK’s fosh- 
ion designers against tbetr 
Fraich. ItaJjan and U5 com- 
petitors. 

However John Battle, min- 
ister of science, energy and 
industry, is believed to have 
begun the process of dls- 
enssing policies at a meeting 
last week of govenunent 
officials and senior repre- 
sentatives of tile fashion 
indnstry. 

The meeting followed the 
anbamssing scene at last 
week's Brit music tndnstxy 
awards, when a member of 
CbnmbBwumba, tbe onar^ 
chist pop group, poured a 
bucket of water over John. 
Prescott, tbe deputy prime 
I minister. Mr Prescott and 
' other mmisters have since 
sou^t to quell press speco- 
I latfon that tbe incident 
would curb tbetr support for 
the creative industries. 

A record numbec of Jour- 
nalists and retail buyacs is 
expected to attend London 
FiBhioD Week, which starts 
on Saturday. Besearcb by 
tbe DTI suggests that the 
UK's designers now gener- 
ate annualised sales of 
£600m (gl.2bn), roughly 
three times more in 
1990. In the pa^ tbe finan- 
cial fortunes of the UK’s: 
fashion designers have flne- 
tnated drainattcrily. 

The government - is ■ 
believed to be keen to . 
eoconr ag e designers to man- 
ufacture in tbe UK. Tbe 
British Fashion Council esti- 
mates that most designer, 
clothing is made In the UK,' 
bat many Of the besMoiowa 
names manufachire fat Italy, , 


Peace timetable likeliest casualty of expulsion 


T he most likely casualty 
arising from the expulsion 
of Sinn F^in from tbe 
Northern Ireland peace talks 
could be the UK goveromeut's 
timetable. The May deadline set 
by Tony Blair, the prime minis- 
ter, will look increasingly un- 
attainable. 

The governments of the UK 
and the Republic of Ireland sig- 
nalled over the weekend that 
expulsion was Ukely. Yesterday, 
the two governments seemed 
keen to let Sion Felo down 
gently. In practice, if it is absent 
from tbe talks, Sinn - politi- 
cal wing of the Irish Republican 
Army - is likely to be kept 
abreast of developments infor- 
mally by the Irish government 
One Irish government ofTicial 
even expressed the hope that. 


IRA wing may be let down lightly, writes John Murray Brown in Dublin 


with republicans 00 longer at the 
table, the pro-British Ulster 
Unionists may be less con- 
strained and able to make tbe 
necessary compromises that will 
form the core of an agreement. 
Some talks participants even sug- 
gest that Sinn Fein may be happ>- 
to be away at a time wb^ par- 
ties are set to agree on a new 
Northern Ireland assembly - 
something republicans have long 
found bard to swallow. 

As the Ulster UnioDists con- 
stantly point out. Sinn Fein's 
presence is not needed to produce 
tbe "sufficient consensus" to take 
decisions. The Ulster Unionists 
are the largest pro-British party 
in Northern Ireland. But with 


Sinn Fein on the outside, critici- 
sing the process, much will 
depend on whether tbe moderate 
nationalist Social Democratic and 
Labour part>' feels it can do busi- 
ness with tbe Ulster Unionists. 

John Home, leader of the SOLP 
has suggested that parties should 
be taken off to “some mountain 
hideout" to negotiate away from 
the media glare - b’Jt he declined 
to speculate bow his party mi^t 
react to Sinn Fein’s expulsion. Its 
electoral challenge from Sinn 
Fein will intensify if it seeks to 
move ahead witho’Jt bringing 
hardline republicans with it 

As has happened before in the 
process, Sinn Fein seen^ quite 
at home in its comer - seeing 


Itself as being victimised by a 
"umonist lynch mob** and a Brit- 
ish government "that should 
know better". 

Its Stance is helped by the UK 
govertuneni's reluctance to pres- 
ent tbe evidence of the IRA's 
involvement in two recent mur- 
ders to yesterday’s session - 
arguing that the court case 
against the suspects made tbe 
infonnanon sub judice. This will 
no doubt add to tbe disquiet even 
among moderate nationalists 
tiiat party i$ not being given 
a fair trial. 

More worrylogly, Martin 
McGoinness. Sinn Fein chief 
negotiator, said there was a "pal- 
i»b}e anger" on tbe streets of 


Northern Irelaiid. Behind Tnwnh 
of bis rhetoric is a danger that 
the IRA may abanden ite cease- 
fire. Security officials are conil- 
dent the cessation will hold for 
the momenL Tbc^ . - ws e s am imt is 
that the party has eqpended too 
much effort not to mention the 
considerable crediMlty wttl^ its 
own community - to secure a 
place at tbe table. 

The two governments have 
said they want to present an out- 
line agreement to the parties by 
mid April. The concern is that 
without some evidence of com- 
promise. the talks will adjonni 
for the summer leaving the vac- 
uum to be filled by extremists on 
both sides. 


Warning over 

car curb plans 

S“the Govern- 
ment introduced restrictions on the use of M m a . 
heavy handed, unpiacmed and careless vra/ , a senior 
motor industry economist warned yesterday, . _ 

Speaking shortly after Gavin Strang, the tran^rt mm- 
ister. had vacated that some curbs were likely m the 
tran^ policy paper due in May. Micha^oUingworth 

toid^ Financial Times Lmidon motor conference tJat ■ 

measures suffictently severe to causa a sizeable 
car would lengthen ownership penods Md act ^ 

a disincentive to ownenhip. The consequent r^uction m 
eaiac tmrf productioD woold Iiicrease the Uh s £4bn-£5bn 
(S&4bn) cuireut balance of trade d^cit in automotive 
products, reduce the 210JXW direct jobs in the indu^ 
and cut the govenunent's £30bn a year tax take from the 
industry. Mr Hbllingswarth is former chief economirt cS 
the Soci^ of Motor Mantffacturers and Trad^ mad was 
recently anpointed chief economist of the Welsh Develoiv 
TTuint Agency. . ■ John Griffiihs, London 

■ ARMS SALES 

Britain to table draft code 

Britain will today tabiaa draft code of condurt restricting 
arms sale * at a working group o£ European Union pvem- 
ments in Brussels amid renewed controvert over its own 
policy on defence exports. 

The For^gn Office yestodsy claimed that the cc^ 
hasftd ori ttsown issued last summer, will help 

restrict sales of controversial defence items to repressive 
i-a gimoc But Safefworld, a UK arms lobby group, said 
that while the ieoortl<ff pres^ governmept was bey 
ter its predecessor's, its guideimes contained loop- 

holes. "We are concerned that the high standards which 
have been set in principle are not being met in practice." 
Andy Sa te v ro rid’s spokesman, said yesterday. 

In a letter published in.the London Daily Tel^raph yes- 
terday, General Sirlfichael Rose, commander of UN 
forces in Bosnia from 1994-5, called on the EU to adopt a 
coda that would provkle "e^ctive confrol over both arms 
manofectnrers ana gDyenuneots’*. Jimmy Bums, London 
' . Editmlal Comment, Page 15 

■ INFORMATON TECHNOLOGY 

Sector de^ ^rise 15% to $20bn’ 

Th e vahia A traiasactiona in the UK Informatioa technol- 
0 ^ sector rose by 15 per cent to £l2.lbn (S20.2bnl last 
srear, aeccording to a report published yesterday. Peter 
Row^ executive of Regent Associates, the siwcial- 

ist rr consultancy, said: "'nds Is the bigg^ tocrease in 
the numbm^ of deals in the 10 years since we b^;an com- 
piling statistics. Acquisition activity is bootuing in the UK 
IT seetori^” 

. US buyess- increased their presence, accounting for 90 
per cent up by a.half- of the 156 deals struck by over- 
seas oftiirtpaMtiM *"nie UK maiket is a very attractive 
idare for US companies, witii rdotively low salaries, 
social oosttaxul the same language" Mr Rowell. 

Howterer. bigbez prices in the UR drove domestic IT com- 
panies in search of acquisitioDS in other counfries. The 
mzmbtf .of ovexeeas deals igr UK IT companies almost 
doubled la^year-L- C^r^utpher Price, London 

■ EMPLdYMBn~;iAWi 

Changes oTerdue, says minister 

companies wW be compelled to consult represen- 
tatives of their epiployees affected by any redundancy, or 
a transfer of basing ownership published yester- 

day by the guvenimezit These ^puals aim to bring tbe 
UK izto lute wiffiEuTtqpean Union social legislation. 

. Ian McCartney, the industry minista:, said tbe propos- 
als were ateo <teiened."to promote better employment 
relations" by streamlining legal reqidremenis for both 
employers and employees. "These changes are long over- 
due", he added. Under tbe proposals, employm^ must 
infonn and consult in redux^ancy.aiui business transfer 
cases with representatives of a reoc^nised trade nnlon 
covering tiie affected workforce. Jlobert Taylor, London 

■ POtrrtCAL FUNDRAISING 


Alarm over state support 

The-NeUl Committee on standards in public life, charged 
by the Labour guvesnment to investigate political ftmd- 
raislng, has voiced reservati<ms about state funding of 
pbUtical parties following visits to Sweden and Germ^. 
Senior members of tbe committee, ebsdred by Lord Neill, 
have decided that tim costs of adapting state funding in 
the UK could be far too high. 

Tbe committee was told that state finaneiai support for 
Swedish political partte exceeded SKi680m (gTTm) in 1996 
-tbe la st year for which figures were available. The UK 
government is considering banning funding of political 
parties from other countries and forcing disclosure 
donations above £Sil00 ($K350). In Germany, the Neill 
Co mmitt e e found that corporate donatiouv dropped 
sharply following the Introdocticm of ziew laws in the 

early 1990s wiiich removed tax breaks for such funding. 

Mem bers of tbe committee wfll visit Canada and tbe US 

Tbn Burt, Stockholm 

m CONSERVATIVE PARTY 

Reforms proposed by leader 

Sweeping refozxbs of the opposition Conservative party 
were pFopo^ yesterday by William Hague, tbe 
I who succeeded John Major last year soon after the party • 

had been ousted from power: With no database, party 

headquarters has not known who the members were auii 
local Conservative associations have wielded great power 
2? struc^^ will, in theory, change this. Mem-* 

berewffl be given the ri^ to vote in future leaders^ 
contests, as weD as foe candidates for next yearns Euro- 
pem par^^ elections. Tb^ wffl he given input into 
P^icy, wifh views collated at regional congresses and 
thenpmtoanati^ftBTOn. John Skanpfiier. London 





SDLP leader Join Hraue (right) with fanner nat 4 « xro » 
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BUSINESSES FOR SALE 


AnfiwitadcrMSil.hMbBMcbimaedhya*Roniiika.Sti«eOinietapR«idiooflb-fiarsAfi>eburiiiew«itI«Maa of Tennanm SA. 

THBBUS 1 NES 8 . HffiASSElS 

• a^^eqgipiiedBbfk^^ 

^ «™nioinid’s?^isss^ 22S*s“pS^sr*^ 

WUft', 5 fank and fliemal boQai Aed Igriffl. go or ' • HBgMy qiefiaHiiiil €ipii|wiiwo m tniffriWm j'frti Aui WbiHtwg 


Cbmrf Euio^^1JaE1c« MMl 


NBtkDe ^ 

aformmmMtkisiiiiigiie 

‘»>‘**^opponimay please eomaa one if the lU^ 

yionl BitiMarm Ghica IH -^4012509701 

Ardmr Andersen, Bneharea Fax' 40 1 2S0S7V ■ 

M%4>tesMttfc«wWMtr Tel 44 (6)171 4307537 

Ammr Andersen, Umdon Fat ’k- 44(0)1714383771 


<aE.itea 



rC^HRIS I’lE &. CS 2 


Surveyors. Valuers & Agents 


Mersuvside 


RssiDEimAL Cake Home 
REGQ rRKED FOR 25 

• 22 suffe Mid 2 double bedmoiiH 
(ITcacuiiei. 

- • Detached bidMing in ' 

reridential arem. 

• High auBidaril of accoauDodamL 

• RiO OKiqiency. 

£525.000 ncEEHOLO ' 

Mmehesrer Qffiee RifS6/F77K09 

0161 833 33U 


Somerset 


Ndbsing Home 

REGISTESS) FOR 44 

* Set in ^pmunpoely 4 cocs. 

* 22 singiee. 1 1 nmu (22 cn snite'i. 

* ExcaUctU mveinoiy. 12 r**"—^* 
lifts. 

* Sepme owner's 3 be d room 
bnitgalow. 

£1,450.000 RBEBOUI 

Eseter Office Fef32dT79S6a 

0U92 259371 


Bedfordshire 


RE9DsrmAL Care Hcwe 

REGtgTEEED FM B 

• Well »gw»M»ctM-.t 

• Htsioncally good omipaiKy, 
eaoeUad ccpMadcn. 

* Avenge wmUv fee £36&. 

* Run nader maeBnnein 
£54fUMM) fKEEHOli) 

MilunKejmes Office B474/FT8023 

01908206600 


Norfoi.k 


Nursinc Eosse 
REGSRBED F<tt 19 

• Spoemis owner'c aocoiiUMdaii« 

• PnetnUlfotfinberdevekipateaL . 
r Pern range £326<£39a 

'• RecireiiieatfcBngniioa ««(* 

£420;000 FREEHOLD 
/pn-icA eypee Rtf I4/FT74S37 j6 

01473 256588 


Berkshire 


KE9DEimAL Care Home 
CUSBEKTU r RSdEnSEDTOE 15 

■ 14 singice, ] twin. 

• WeC establislied. high oeatpiiiiey 
levels. Ron under tomegenj e u L 

• neanag p fn p* TT""* 

• 4O0m». 

£550,000 ntEEBOiD 

MUsm Reyees Office Ref74fF13Q32' 

01908206600 


Ca MBRUiOr. 


UpimduliisptRtidiicfUDdtreke 
odFW^naJelstAimstTatm 
JlecdsenefPnet^laudmsi 
Sr ANMSFB CaIE OWTRE, 
BonisBAM, 2 Nor^ flb^ 

RSGGriRRBD IOR91 

• RcMbitiiaiea UHL 

* 19 ClflfC Ol^SBiSe 

■ Mei^gnmonnceoBMiyeiremi ' 
TOAff} (Odd tmm SldA^TQ, 
OpFCRS omm FREEBOLD 
ipamickOffinRefl4fFTf4Ul 
ChariesBnte 11413 255588 or 
Craig WodB — 8171 227 OfTTS 


Offices at: London ■ Birmingham • Bristol ■ Edinburgh 
Exeter • Glasgow • Ipswich • Leeds • Manchester 
Milton Ketnes • Newcastle • Nottingham • Winchester 


F O R SA 4 .E 


WASTE TREATMENT PLANT SITE 

AT Avonmouth Docks, Port of Bristol 


A REMARKA^ OPPOmimV ^ AboUlFIE A 9 ACRE SITE ' 
FLH±Y lIgENSED FOR OIL/WAT^.SEPAR^^ 
ASACME^»CM.WA^TT3^^ • 


Principals only f.-x 0161 029 5392 


IPl^QIMTrQM® 

FiKy equipped relay SCTMO. comrowon pdnIMOtxMnM In Mdondl ctty. 
l^^ ipeeem reTOaom^lneperl!iTf^o1fm ^\3iiu ^ \ ^nlOe. 

FiJy irodig but lo be eotd oi oMl vOue due 
locMineisothaL'uiuiirihiHiiu. 

ForfUa detoRl, tax 01636 610338. or Emol innMNglobalneLcoAdc 


BASSETS 

•' ' SvpeA fidiy atimpped bbrieidaa fMilidef on 123 haiite- 
5A000sqMdedtaita d »|irodoqioa-flmMe»ttBpalkmif« 
alkiKidve pradnetien tncs 

• Mg^ipeeiiHi^eqaiiiiiaMmetadleacQBifidoalDdDdjsg 
pneckMB hraeyaemnwddBig to 40mm. heavy Aeetine^faflBfalg 
to 3tea ilBcfcDeSF. tube paoceacfaig ■■ weQ a cooveodoBat 

iw rf wiiiBg 

• AeUevhbleca|ia^f(irover3QjOQOtoaoesaffiikbed|iroAia 

. JCf I BtlWII • 

i^OfTOKivNirr 

.* ^ nee— ei’ Mpidly mAit, v— ^ . 

. ' ' tofoftotoiyeapMileofeiiploftiqg'IbaiOfCiBi'smoaiipolypddlieB 
'■ ' Low Ubonr eoau provide eompetidve irfm^ hi export m adaei 
.• MeMBqptftn atone to beak imodeve l opiBgiiigteiiB' 
naj^bouBg icgioiifc 

.Arthur 

Andersen 

PENWOOD POULTRY 
LIMITED GROUP 

(In Administrative Receivership) 

Richard Rees and Ryan Oensham, the joint 
administrative receivers offer for sale the 
business and assets of Penwood PotAry 
Limited and Penwood Country Chicken Limited 
The business comprises poutby growing, 

IdlSng and procesang fadfities which indude: 

• 7 acre freehold Norfolk site with 50,000 sq 
ft of modem factory premises suitable for a 
variety of food processing purposes. 

• £20 million turnover primary poultry 
processing business with retail, catering 
and wholesale order book. 

• Processing capacity of 215,000 birds ptf 
week. 

• £lm factory upgrading In 1997. primarily 
on modem retail packing fadlHy. 

• Assodated sales and distribution 
businesses in Smrthfield market and Derby. 

• 8 leasehold poultry breeding faims. 

• Experienced workforce of 220 employees. 

All interested parties should contact 
Richard Rees or Mca Prangl^ of 
Price Wafeerhouse at VSetoria House, 

76 MHlDn Street, 

HotBffgli a m, 

NG13QY. 

Tel: 0115 947 3000. Pax: 005 947 5225 


JiiceJfbierhimse 


This KhiwtisemEnt )hs bawi aopnmd by Pnci WMarluiae. 
a linn authorBcd by the bistitiito ol Chartered AccomtaiCb in 
Ej^Und and t*blu tt carry on Inve A biiait tnisAicss. 


BKR International Limited as liquidator, offers for 
sale the business and assets of two substantial 
chicken producers based in Romania: 


BKR ■ juar Hrasm'. Tnpuylvasua. 

T , AninefanDoperatioo,cuncatly 

Interasponal benefi. of . 

TnodcEnabanair facility 

■ Sekg County 

A three fann operatioa includiag a 
modem abattoir facUi^. equipmeat 
supplied by STORK 

IpIcrcatw t pTtte afaoaM cmitaet Peter Semter or Clive Pxritt id Loedon 
«r Eurilta IMqIk to Bachwst ab 


BKR btBfiMiiaHl * ' **'* 
2 Blocnsfauiy.Scnei 
LofMooWCIBSST 
UniiBd Kingdom 
1U:444-<0)I71-413-3ICO 
Ihx: 444^0)171-413-5101 


BKK B»w Inlarwloaal 

^Uiiri Unirti nr 4 

Tronsen 3, Woe h3, eaj 4, Nrau 4.3 

Buchool, Rnnanix 

Tel: 44(H0)1-33O-92g5 

nu; 44(H01l-330-3<e9 


Debittes 

Tbiidie 

A 


DeUttea 

Huidie 


bi AOTwfetraerro needfrw aW p 

Sted fabricaiton business situated in Cardiff, 

South Vifoles for sale as a going concern: 

■ Turnover of C3.S million. 

■ Freehold property, JB.5 acres. 166,000 sq ft 
of factory and office, situated 2 miles from 
central Cardiff. 

■ Extensive range of plant and equipment tooling 
and stock. 

■ Wdl established customer base. 

a Existing order book. 

■ Copyrights and patents in respect of some 
manufactured products. 

For further information contact J. C. Reid or 

M. A Simpson, Deloitte& Touche. Blenheim JHouse, 

Fitzalan Court. Newport Road, Cardiff CF2 ITS. 

Tel: 07222 481711. Fax; 01222 482615. 


AuSwraae By insuAc 4 Smtend Aecowmrtt m 
EngliRS tea V.Xim to ca>ry on lri»ujiiiiitfil BusVnm. 


b) AtAiuwuMM ntcawwiihiP 

The Joint Administrative Receivers L K DENNEY 
and A M MARTIN offer for sale the assets and 
undertaking of Open House Knitwear Limited. 

■ Freehold property - Nottingham, 2 miles from 
Junction 25 Ml - nearly 10,000 sq ft. 

■ Turnover - circa £1 .5 million. 

■ Skilled labour force and staff - approximately 65. 

■ In-house design team. 

■ 8 Stoll 5 guage knitting machines with modem 
making up machinery capacity. 

■ Established UK customers include chain stores, 
mail order and specialised outlets. 

■ Export sales to Scandinavia, Holland and France. 
For further information contact Lindsay Denney 

or Ken Marland. 

De(oitte& T(buche, 1 \Atoodborough Road, Nottingham 
NG1 3F6.Tei: 0115 950 0511. Fax: 0115 936 3777. 


4^ AiXMrsM by ilM bwiiuit» o( Cnaneied AecamurB m 
8tgiana and Wate u ewry en ttwasmew Business. 


SALE OF ASSETS OF 


FOR SALE 

DISTRIBUTION & 
WAREHOUSING 
COMPANY 

Sales £l2 Million 
Located Ncnn Eosi 


9jD UfO'jn. 

11-35 Cy.:L’i>:ry R.-.'ia 
Muritcl HsfDcrc'j.qh 
Lejcesl£fih,r£. LHtC 
Tci. oiese iJ3Qri 
F.1J, 01£SS -6"!2f0 

AcquiCfliofTi Tina Dtspo^jls 
irVlOiv.-SLii 


FOR SALE 

Highly Profitable 
North Based Fragranced 
Grftwara Manufacturer 
T^O £400k. Own pivdocts. 
Sccki puKhaser with suong 
disiribuiion lo capitalise on high 
gross nurgin manufacturing 
process. Owners willing 
lo stay involved. 

bpl> s Bm 5353. FaaadU TteB. 
Onr SoBlfc w ilt BrMee. r.«m4oa SEI VHL 


7 m ^[LS 

AWARD TmOONG C0UMN7 
with a solid produci baae using 
ad\‘.U]ced coRiposlie materials. 

+ Tuntovn* of £1 million 
and based In the South West 

6 The Dlrcciars wish to retain 
a slfflllicant IntcresL 
Reply BS724. Financial TUB^ 
One SMibaart Bndge. 

V LwdmSEiaHL > 


West London based 
Aviation Related 
Transport Business 

■ . I'^rvjy. r iJ .il'i 

Serious enquiries snl> to: 
BMB5712. rmsntral Times, 

Onu SLiinatik Siidjs, LonloeSE 19HL 






LigDidatiHS 

infom aJI imerssted parties iha tliey have been appointed to 
cany out the sale cd all or part ot the assets of the 
above companies, which consist mainly ot 

— Office 01 residootlal real estate located in ~ 
Bareelaaa, Brossets, Usboo, Maifrid and Paris 
Soadry sbaretaoldlogs io Mnstrial 
or coBoercial corepaDies 

Baidi loans and receivables 

Interested parties can obtain a desenpUon of these assets, 
together with the terms and conditions tor making an oner, 
upon request beloie the 


6th March 1993 


«ee3Edlo 

UqaMtoBR 

Bkqdb PUUS S 1 BM - COWPAB ft m SaaSBUBCS 
AnnPral-ftttry • 7 B 11 EPUB - RUBCE 
TWpfeMBSt 56 ZB 21 Q 0 • Fta 33 1 66 ZB Z 1 21 


U.K. or Overseas 
Manufacturing Opponumt>’ 

FOR SALE 

Air FoUuiOH anJ Fihration. 
Indianial e^upneta Jerigns. 
dronings and auoeiand rquipmtni. 
JSB EMEC. 51 Fim Atibk, 
nWKliir>«»Sca. E»wt 55V W 




ON-LINE PUBLISHING 
AND INTRANET 



The Jdni Admbilstnaive Racsmis. Edward Klempko and David 
Wofefhoiissi dfar for sols liBlxjsinBSS and osstosoMhis 
company, a division otths On Demcnd Irdonnation Pfo group, 
which provides electronic medio In alecbonic publishing, 

CO Rom and Woridwlda Web pioductioa based in Leads. 

Prfncipiil feotnies of the busfoess Include: 

» lumovereSZtn 

• over 1000 customeis 

• suppodBd by appioxlmatBly 35 highly quallRed employees 

For lulher intennattoa plecjse conbet Rochef Eddon ol 
Coopers & Lybiond, Benson Houses 33 Wellington Street / 
Leeds LSI 4JP /f 

Tel; 01 13 2B9 4663. Fax: 01 13 ZB9 4473. ^ 

CocpcnAL.ytoMdifMtowiMdb)ribelMnideofCteiEndAeQCDBUnu Ay 

■ EigiBdadWiJHWBTycaliivHDBeai BBiidEK. /r 


CONTRACTS & TENDERS 




Advertising release 
for sale of shares by direct negotiation 

Tj,* qTATE OWNERSHIP FOND, a Ronaoian pifolic indoD bas^m Buctur^ 21 CA. Roseiti Street, sector 2, is tiering fw 
le by dlreci oegodadoo a 77J59% of die issueoiAars cafnid of ABROM SA Biriad, 


□ nfficK asriad: Stc caatan GrigbrtleaatJii^. jedVasiui. 

O Oxfc: 2K)8097 ' - 2 ^ • 

a Pr riyro ri™ rMxaComnieiciaiRe^gOBTcet^/ayi991 .. 

□ Issued Slock phi 

at the ComnwadKegaiieT^Bcfc 16275.60^^ 

O Tbraover at 30.09.19?fi^3 J9g,5M 

□ Net profit al30i)9 1997: 38^ - 

□ MainwpeofacrivityrnianBfeclurnigfflidsdE^fe 

refncTory i hennotolaring products. . . . , ~i • ‘ 

Total number of shares at a value of 25,W)0 .RDL each: 651,024. 

The share ownership strucrurc is as foMows. 


O StatoOeneiiflroJ^ : 
O 'SbneowDecS'ffiioimii 
£) Shares assigned Ip the 1 
O Sbaies'aBsiiaedibtabp 
O.Odier • 


Tlie oflfer for lire 77.159% wi«4 **>»« 

iiKMiw ....mm.Mrtvi cn n wnihml fiiw sahscmMion to the offer mav 


SOF-RDA ^ between 8.00 and l 6 ! 0 ^ 3 .alap|^ofUWUSD for for^ cirizeiu cr !e^ 

eonties. w the Stale Ownatship Fimd accounts: no. 251 1.O0O0O0Q2423.0O0O8 m USD at ^ RomaaiiD 

This sum haw be^togm^J^ 2511.0018^)000607 in ROL, at the Ro m a w a n Bank for Devetopment- 

Ba^ SMBi fo*' R^wnmian mveetoTS. 

P— Tiffi p gBiaRv rA^lONmEwiB be released OP preseolatiOQ ^ • - | 

Q.acbpyofitepctymeotoiiforforibe^reseMii^ I 

. • □‘-idBi^.tMCorpass^for-foreigndiiaeu^^ • ■ 

^ 0 cbt^atofiMB.iireNiktiiigociafiaqy.-. • . ■ 


i? 213 /S!oB:i 997 to dfoBUtoOwnei^ Paod, OSbb Divigioo at die above tom- 





Advertising release 
for sale of shares by direct negotiation 

The STAIC OWNERSHIP FUND, a Romanian public insthution based in Buebaresu 21 CA. Rosed StrecL sector 2 , is offering for 
sale dheci oegodation a 51 % of the issued sh^ capital of MOCARS SA CataBsebe$. 

O Registered 0 £Bce:&iansebes. Sir. Balia Sinai nr. l.jnd Caras Severin. 

n Fiscal Code; R I 066 S 00 

O RegistratiooDo.aiCoQimereialRe 9 sterOffice:Jll/Dl/ 199 l. 

□ Issued suck capiiaL accoidme to tbe latosi records 

at the CotoEDernal R^isher Office: 22 . 540,650 dtousand. ROL. 

O Turnover in 1996 ; 19 , 770.983 ibonsand, ROL. 

□ Net profit in 1996 : 48.436 lhoa 5 BDd,KQL. 

D Maid scope of activity; production, commerrialuation and restoration of wood fiitciilure 

Total nomber of shares ai a nomina] value of 23,000 ROL each: 901 , 626 . 

The share ownenhip snucture is as follows: 

' ^ * 

O State Ownership Food 70.00 

O Financial bvestmeoi CoD^y Banat Cnsana 13 .M 

O Share owners throng mass pnvatuaoon 16.69 

O Shares asstened IO the manager 
O Shares ■g«pn**r tfaioi^ puDuc offer 


Ihe offer for the 51 % issned share cqrifaL le. 459,829 shares is 339 L 663 USD. 

The Coomany PRESENT/^ON FILE required for subscription to the offer may be obtained at The Slate OwnenbiD Fund, 
SOF-RDA BuSlP^S CENIl^ OFFERS DIVSION of the bueriatianal Rciations Dgxutinnit, Bocuregd. Str. STAVROPCH.^^. nr.o, phone 


OM]y 311049 S: 3123130 ; 3124231 and fax 04 ^ 1 ^ 3121841 . diulv between 8.00 and 16 . 00 hrs., at ap^ of UW USD fwfbRigndiizens or legal 
eiuides or ROL equivi^ at National exchange rate applkabie on the PRESENTATION FILE purchase date for Romanian citizens ^ 
legal entities. 

This sum has u> be tressferred in advance to die State Ownership Fund accounts; no. 251 1 .OO 00 OQO 242 J. 0 O 0 O 8 in USD at the Romanian 
Ba^ for Foreign Tr^ (Bi^COR^) for foreign invesiots, or no. 2511 , 0018.0000607 hi ROL, at tbe Rmnaniaji Bank for Devekqmieni- 
Boeba^ Branch ^RDSMB) for Romanian investors. 

Tbe mmim al eovimimeaia] conditions accepted for MOCARS SA Caransebe$ are included in ihe company PRESENTATION FILE. 

THE PRESENTAHON file wiit be released on p^ntation of: U 

□ acqy oftfaep^Tnemorderforibepreseptationfile; I 

O kfeotity card (or passport for foteign citizens); I 

□ cettificatofiM tire biddmg company. I 


(BRD-SMB); foreijm ettizens or legal entities may pay cash, to tbe State Owxmsbip Fund, to account no.| 
2511 DOOOOOQ 242 JJXIQOS in USD, at tfe Rraiaman Bank rar Fotdgii Trade (BANTORj^); aliemativcly tbe bidden nwyl 
tnstriua the bank where they hold thatraccotmtlo release an ttncoodid^bankguannieevatid for 45 days. ‘ 


Bidders sboold submit tbe PURCHASING OFFB( and tiie doctuneots stipulated in tbe section jCT* of the PRESENTATION 
FILE 10 the Sxse Owoenbip Fund. Offers Division at tbe above meationed address, in a sealed envelope, prior lo 23 Mmh 
1998 , 16,08 bis. (from deaoHire for submission). 
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TECHNOLOGY 



Cinema audiences may soon be watching a fresh 


art form, reports Victoria Griffith 


Cartoon capers 


in 3-D 


I t may be only a fbw minutes 
long, but Paint Mlsbebavin? 
marks the birth of a cinema 
technology, and of what 
may prove an important art form 
for the entertainment industry. 

Hie film short, being sboAH in 
US cinemas, is billed as the first 
three-dimensional animation. It 
was produced by Imax, the enter- 
tainment group that has built its 
success on three-dimensional 

film 

The anim ated Disney film. Toy 
Story, wowed audiences a couple 
of years ago with computer ani- 
mation. The 3-D technology being 
developed by imav aims to take 
that technology a step further. 

Paint Misbehaving features 
paint flecks spilling out into the 
audience and characters running 
around the theatre in slap-stick 
fhshion. 

*^ou can imagine how amaz- 


ing it would be to see Woody and 
Bus (two characters from Toy 
Stor>*} flying out into the audi- 
ence." says Richard Gelfond, co- 
chief executive of imav 
The company has plans for 
three types of feature-length ani- 
mation. One would build on 
existing computer animation 
techniques like those used to cre- 
ate Toy Story. The technology Is 
not difficult, says Imax. because 
such films are automatically 
stored in the computer program 
in three dimensions. 

The three-dimensional quality 
is. in ihct, one of the chief advan- 
tages of the computer animation. 
The computer "remembers" what 
char acters like Woody look like 
from all angles and uses that 
information to move the action 
seamlessly from one frame to 
another. Yet while computer ani- 
mation films like Toy Story are 


created in three dinwnsions. they 
are shown in only two. Ozigtsal 
codes would have to be rewritten 
to mafca it suitable for 3*D. 

Ttmur says it is tailring to Dis- 
ney and Pixar. the creators of 
Toy Story, to bring th^ work to 
3-D. Any joint project would 
probably focus on new (Urns. 
"Pixar is working on new 
things," says Gelfbnd. "They're 
not Interested right now in re- 
hashing the old stuff!" 

Paint Misbehaving uses a dzf- 
Ihrent computer-aided techniqim 
from the one that would bring 
existing computer animation into 
three dimensions. Films like Toy 
Story are created by program- 
ming rather than by drawing. 
Imar is champiftwing 3 technol- 
ogy that fuses the two 
approaches. 

A special computer program 
allows an artist to draw a scet^ 



A eoffiputer pfogran allows an ertisHo draw a aceoe fr ee hwi d h the air and stores the images a u to ma fic a gy 


free-hand in the air and stores 
the images automatically in 
three-dimensional code. The com- 
puter gives the artist a i^i pmg 
hand by filling in action 
sequences such as the movement 
from sitting down to standing up. 
The program can be run, says 
Imax on any contemporary per^ 
sonal computer. 

The third type of 3-D technol- 
ogy Imax is backing will not 
resemble animation at alL The 
company hopes to use the tedi- 
niques that produced the realistic 
dinosaur effects In Jurassic Park 
to create a rb w ia fan- 


world. Imax the tei^t 
nique far sequence in its sctence 
fiction film LS, First City- in 
Space, and is working on two 
protects with a 
that dqtend heavily on file 
nology. The first is poised fbr. a. 
debut in frie autumn. "The new 
films win be amazing, wfih dincx 
saurs eating right off your lap," 
saya Gelfond. 

Imax films cr^te their 
three-dimensional qoali^ by 
tricking the brain with apetdal 
gogi^es. Old 8-D films from the 
1950s used a "polarisation efihc^ 
that picks up on field!* of colonr. 


One set of Ullages pam through 
a red lang, another through a 
green lens on the wearer’s 
giacaafl When the brain fuses the 
images, the viewer ' has the 
that uvwyllliDg Is Ul 
three dimensions. 

This old tecAmoilogy, althou^ 
' it is still used in some lmax tbea- 
.{les, is ntiBiiftahift for ahtmation 
because of the large fields of col- 
our in tile art form. 

"Essentially, .the large fields 
^aaatri^' tte eye by provldh^tob 
much clarity,” says Gelfond. 
However, three-dimensional anl- 
works Well with elec- 


tronic glasses; which use a differj 
eht mechanism- The elective 
go^es are synchronised trtw 
the projector to separate the 
toages into images that ^ tl» 
left eye or the i^t eye will sefc 
The images, which are shut- 
tered 48 times per second, are 
then by the brain and they 
produce a three-dimensional 
efiect. If khe viewer saw tto 
imagp With both eyes at once, the 
. <mpaet would be IC^. 

However, thre^imeiisionai 
32ijjnat3on suCChrs from some seri- 
ous weaknesses. The company 
would eventually like to get nfl 
of the goggles altogether, hut 
saiys the tedmdlc^ that w^d 

thftin to do so is stm a 
long way oft In the meantime, 
the goegtes are too uncomfbrt- 
.able for very young viewers, 
which eliminates a large segment 
tk the aniwation viewing market 
Another problem Is that the 
3.0 films' cannot be directly 
trazsfeiTed to video, cam of titf 
biggest earners for animation 

flllTIB. .. . 

Tmax says that it may get 
around that by creating memora- 
ble dtaractme in 3-D, thsi put- 
.ting those characters in 
two-dim^isional fii™ versicais fbr 
the video maiteL 

the challenges, hoax is 
committed to the technology. 
"We*^ tfyhig to build a family 
brand along the 
Hriftg Disney.” says Gelfond. 

really tap that market, we 
have to get into animation." 


Whether 

genetically 

^ engineered food 

crops will ever be 
grown in Europe 
has become a very 
real question for the 
biotechnology industry. 

For instance, there is an 
indefinite delay on the 
F^istration of Plant Genetic 
Systems' genetically modified, 
herbicide resistant oilseed rape, 
which would have been the 
such crop to be grown 
commercially in the UK. Plant 
Genetics Systems had hoped to 
see it planted this spring, but in 
November, the French 
government introduced a 
moratorium on all genetically 
engineered crops to allow for a 
public debate about their safety 
and desirability. France, which is 
responsible for European Union 
approval of using the oilseed rape 
crops in food, is now holding up 
the procedure. 

in the UK. the company also 
awaits the outcome of a long 
overdue consultation about 
herbicide resistant crops in 
agriculture. Austria continues to 
resist genetically modified crops. 


\^ewpoint - Sue Mayer 


Biotech industry 
reaps as it has sown 

The public mistrust genetically engineered crops 


Although the biotechnology 
industry probably feels angry 
and aggrieved, it is a situation it 
should have seen coming and is 
largely of its own making. The 
mistakes of the biotechnolc^* 
companies and others supporting 
the technology are that they have 
either failed to recognise the 
extent and oature of public 
unease or have dismissed it as 
based on ignorance. 

A report last year by the 
Centre for the Study of 
Environmental Change at 
Lancaster University, in the 
north of England, concluded that 
there were "serious limitations" 
in the abillCy of the political and 
regulatory framework to reflect 


legitimate public concerns. The 
mistaken response of the 
biotechnolc^ industry has been 
to employ p^le the public trust 
least - public relations 
companies - to put a positive 
gloss on things without 
addressing the concerns. 

The regulations used to assess 
the safety of geneti^y modified 
foods have similarly ne^ 
allowed the broader questions 
about need and aheraathres to be 
addressed, so risks have 
been publicly justified. 

They never question udietber 
safety management and 
monitoring srfiwnp*; can work in 
practice. Last year, three 
experimental trials with 


genetically modified oops were 
criticised by the UK's 
environment department for poor 
management such that licence 
safety conditions could have been 
breached. For example, one 
company was said to have 
"exeried little management 
control over the release" of 
genetically engineered oilseed 
rape. If companies are foiling to 
manage oqjerimentai trials 
prop«^y. what confidence can 
there be in the future safety of 
commercial use? 

AB the research on public 
attitudes to genetically mc^ified 
foods in Europe has shown 
concern and unease. There is 
overwhelming evidence that, at 


tim very least the public wish to 
know how food has beem 
produced and to be able to make 
choices about what tiiey eal 

Pj^netTm ai- awrt i>m rti TinTiw»nta1 

groups have also protested aboot 
safoty Issues questioned tiiv 

need for such foodk 

De^te this, the industry has 
always resisted efforts to 
reconsider or segregate 
genetically modifled crops from 
those bred convestioBiaiQy, and 
have squeezed labeling 
requirements so that the veiy . 
minimum fo Covered. 

tty jnmcimt v riTimtmy 

and proposed regulattoos, noim 
of the f<^ products made from 
the PGS oilseed n^pe would be 
labelled as nnntaming genetically 
modified products, because tiie ' 
oil from the rape Is ^ffiriaiiy 
pronounced Manrii-at to oil from 
non-eugiDeaod rape. ^ this 
logic, free-range eggs, for' 
instance, would not be labeled . 
yet just as with genetically 
mndifipH foods, the means of 
production is inqportant 
information fbr the ponsuxner. 

The products of coedmodity 
crops sudi as oilseed rape and 
soybean are found in most items 


on sopcamaik^ shaves. , 
inevitably, the feeling Is that 
genetically moifified versions are 
being imposed, restricting 
consumer ddoice. 

An underlying problem is tlmt 
' frffimal riitlt aboirt 

genetic modffication maiginalises 
file concerns of many people. 
"FIsyingGod." or "tampering 
'Wftii.natnre'’ are the sorts of 
ptnases people use to articulate, 
them feats. Ahlioag^ th^ sound 
vague, these expressions are only 
file tip of the iceb^. 

Bfiiind file unease about the 

impK^rifitia Af this 

ponncfUl new technology are 
Ddeahories oC ofiier rfok iseues. 

The public have learnt from 
tbennclearindustiy and xe^t 
fooft scares that the extent to 
whid) deveiopments prove 
dangerous in the long term is 
tollnenoed by profit and our 
Jgdinity to control risks. From! 
T^qudedw” disease, pertiaps more 
fiMfo anything, we have learnt 
tbe'lesaonstifsciexitific 
tmcer faififrty anri lfo intecpietatiba 
in policy. 

. . The bictechnology industry has 
always defended file narrow 
framing of the debate but how, as 


the products suE^osedly come 
. closer to the maAet fiw 

rrmqaqilftnngfi Of Stilling publiC 

debate and mfliiMmg are 
becoming clear and may mean 
huge losses thrpusfo misplaced 
i n ve s tmen t 

Unless there is a.proper debate 
which influences vdiefiier 
genetically engineered foods 
reach our tables, we will see 
more direct action and l^al 
challenges by public interest 
groups. The debate about 

foods will 

explode in inapprcgirhite places 
and businesses will suffer. 
Governments appear to have 
begun to rebogntee that public 
. conceizis are not itratimial and 
must be addressed. 

. Eiirbpean governments should 
agree a complete moratotlnm on 
geheti^Llly modified crops and 
establish file condfitoas tor 
dialogue. If fiiis eq^pcar t unity is 
misapd the risks for all 
ceocerned are enormous. 


SuBUdt/erisdihctorQf 
QateWatich, vOtkh undertofces 
rtsednA aid dnaigsist^ the ethics 
and ri^ of genetic tedmologies. 


BUSINESSES FOR SALE 




On the instructions of the Joint Administraon 
M Riley dtPDunn of 
Horwatb CiARKWarrEHiULdc Co 


For Sale 

Pramaent Venue AN^btchib 
STRATFORD, LONDON E15 


Recent^ redevek^ied 
Capacity of over 2,600 people 
All night Music & Dancing Licence 
on Fridty & Saturd^ 
2.30am Muse & Dancing Licence 
Sund^' toThursday 
Wine bar & restaurant 
Long leasehold interest 


Contact: Mark Riley or Jbanne Milner 
Sherlock House, 7 Kenridt Place 
London.WlHSFF 

Telephone:0171 935 5566 FacsiniiicOI71 935 3512 


Coopers 

■&Lybrand 


ff 


MULTi-DiSCIPLINED 

CREATIVE 

COMMUNICATIONS 


A ntrmhgp d* lofifrTitHvwtJI 




POTATO PROCESSING PLANT IN POLAND 


OflcR are mv,iBd for de purehase ef a dehyiiraied pouio pnxrving plan: 
Iccattd in Tocuri iVnikemi> Cs; in acreutn.-ral rerion ei nncal Pplant! 
TOO Km hom Wana») n a nle ule. 


TIk plan whirii cemprisM -iitc of 15,7(U ,q. meire^, indu«ia] and ofTicc 
buiklinga Bxalling 10, 9^7 '-q. mciRf aid putaio prtiRs^ai'^ nuihinsn > 
rapacfiy 7,COO ren^ of debydrsKd poiau> Rake« aid r- olfsred as a 
liiniied liability :oinpan> which possessu a c>?fiduic'nal ijt boIiiSav of 
ECU ^.975 tmllicn of ut wntb do umc limit 


Cnqviirc slv.iU be ad>!mr«d ic 
CPC AHUM Sp. < r I,, ul Ek*n>4a Aanai 

Fax:— ,4Xfil branaVNinQiMF AnJ-vw Kn, Fbvnu.t tS Drr;inr 


•• • 





... 


T)» Joint AlministnittveRecatveR, EiMad Klempta and Dovid 
Wdtetiausek oilier far stM the business end osaQU of ffils 
company, a dtvislQn aHha On Demand MomsAon Pic gmup, 
dosed in Leeds. 


Pitneipat feanra of the butinen kidudei 

• wend dess digilcL fufr/ irt e aime d muA-fnedla design emd 
predudion fociiity 

• lwnovere£8m 

• dluB chip customer dose 

• well eqiSpped fteehold pnmisas 

For Airier irtormciiion, ptoose cortoct Rochel Eddon 
Ooepere 8r Lytrsmt Benson Hoise, 33 W e Un gto u Sheet 
Laedsl^i 4JP. 

Tei. 01 13 283 4663. Fox: 0113 288 M73. 


Commercial Colour 
Printing Company 
For Sale 


VM EstaUistisl bicBmI tesiri 
Mvfbrnnea, twnovv h «BB«R ^ 
C3(n. StiBsof thewtiquipnMiL 


Phan cootact Nemn mWtber er 
Helan ftfusaa on 01242 237661. 


co rp fi nBhM h wpoi b Jahiajoni 



^Vl 


PERFORMANCE BOND 
REQUIRED 


FflRLANE JOHNSON LTD 

Golfwonr 




♦ KichclM 

cheeks 
^ Er bnntf. (Md aln Mika. 

♦ CiMipeaakL 

* Axi^ fnce XUk iacMei avdt 


I 


TQirSALE 
PRECISION ENGINEERING 
CtXtffANYIN SOUTH EAET 
BtngJXw'PKOwrs.'iiBriaagrrr. 
BvrcoreuUANcr'couuiBE 

UNDfitCSMBC 


R FjerfrTveH 

VU 01203 eOAlOO F..»: C37234 


Wila Bax B5723 FkaaM Tbnci 
One Sm*wiW LaodM SEl 9RL 


MBdom^Bd taa-wiij opedenoed TO 9603 Aaaedited Bearioti 
•0(1. iDitranaiBtioa evoDWtiug campuiy reqaice i 10% Anuiwiee 
■Ctaop^ or Binfc'Oif DeAndi'Pntaswncd Bond oo • fee only basis 
fbks £I0 n^oe f L^oer'Cifip 65%j sad Msterids (app 35%) singie 
sourced sad.aegotisied^Ailiuiee 2 yt»r fmax), with sepazaxe 
pmliBiiDsies, Po^ Goatetm init me o c sBiaa whhm tbe Uahed 
iOogODio fW i lamiilioDSlb R^ecied Blue Quality cSleoL 


.Oinm ym prajKiecI BBiwvw S|9ioxiiBaidy £5.6 aaDioQ. Coopany 
wiib aaich aahwd blue dap snl iwqiected ctieus bat has only (foaled 
fbr 2 + yen Mlewtog ibe psevioas con^Msy, (>f 20 yens experkaca 
nd laetinto.BsdiDt. goiiig liito Mjlumaiy Receivenhip oo ooe very 
badjnyecL 


Ttw'coa^ny wooid be very bnaostto in feeefviDg det^ of say firm 
vUtto flwUK or ootiidB itae UK who wenU be intsaned a suppiyiog 
-dda bond on a fee only basis and additioDSl oogoing is 

swOaMe fer tbe rigbt iwiqMDiy. 


^bak) intwened parties who value Jdat aad Mbnial rwmBftiwwm 
Thu, Hboesty. Reipeo sad latetrUy oa tn wiihout fetr b rri s sad 
know the aieaiiig'ctf Qusliqr PsitDenh^ sadTbam woridne please 
pnrvide details MK ... 


Box B5707. Financial Times, 

One Southw.nrk Bridge, London SE1 9HL 


Cbeem a Lxbned a aAemd ^ te tasiBH «r OHWd < 
■ fagknd hS Wiia B SKIT M bfooES a^BOi. 


see IS CR OS wb X 



CAR SHOW ROOM 
- SOUTH MANCHESTER 


■ Modem purpose built ■ Hold*, >4 car', 

■ Os main anilicry road lo Cii> Cenirv 
■ Oulside display area for ID car, rcnied 

■ Established 32 years, same owner 
H Sclline prestige vehicles ■ li! health inrcc. '.jle 
■ Showroom freehold and narned 
£295,000 ono. 

Devdapment poteatial as adjacrai rilling station can be piirchaMd. 
PRINCIPALS ONLY. PLEASE CONTACT MR GR.A.NGC 0161 8R1 2li: 


Knight M 
Frank 


Torquay, Devcu 
The R:s|erj 

.\ detached Ifcamed frerimM 
botei dew lo .Meadrool Brad. 
Residrtu IciesR. ressorxa. 
Kirvcf! fsr !X'. bLlrocn. 

3$ «n luiffi oedrecn'^ 
Mau^ s ^41, ostoom. 
and ^llpi^ow. Ga.dss. Kssb^ 
pemussiM for i-x.-insui^ peel 
Ski Inure su'U. Cv jarL 
For nir as a Eoing coe w n 
dor (h« ravt tirav in SO T«arv. 


ILi'ijh'. riwA 


PC ACCESSORIES 
■ DISTRIBUTOR! 


On dK insBuctioBs of 





• nrnowet e Cl 5 nWtan. 9CfnoBk> ] 
• Sot^veesT sows 
Pi>aUckBimhadopanlin»ey 

Fax: (0181) 54« 1422] 


RADIO COMMUNICATIONS COMPANY 

• Watt eMabiWied profltaMa ompany; Vo 51.9AI 

• HlghprafllelnS^es/Hfre 

• BlaocMpUKetiaRt&aae. ongpliigeomiaets 

• BS/ISO axeattant eppartunlty for ftirther expansion 

• An tataraating/attracMva liinanimiiL 

Canutoa MemMoM anqulrles only to: 


Box BS721. RnaneU Times, One Southwmfc Bridge. Lnnden SEl 9HL 


ESTA8USHES0FHCE 

lEnroaxcABUificoiiPiunr 


• £'1/ 

Plica £1.7m 

H73 irtin-aifaawin 


NORTH WKT 
MOTOR ACCIDENT 
REPAIR CENTRE 

’ Tuniosei £2 nnilnn aid highly 
prefilable 
*Lon|;esut<iisbed 
' ISO 9UIC Acendtohon 
’ PrincIpBls only 

Priee£L1$ nUliea 


VriV boT 8571A FtfWul TWse* 

Cm SoiAh^Bffk «HIL 




INSTANT VIDEO Business for Sale 


X 


:i'rTH'<t» ruxvrai mote's vxb tuvL‘OEW>irr>nn..->',\> v,«ke. 




* laaasi hit fiuvijm:nfsrfifz left cmutl • 
rCVs.ptrunuupK.or grteinf’, to stahafiMtt'T a 

Fx*^nEtcta^vuM>an Dims-: sr;s v«d urxaisr'CN 
m.SD^ectra rria! mnsti * 
a/tTf^iraul^a’itsp'^Miirr * 

..A.'tD TTIE MAXKET rtTIEhTUL IS GLOBAL - 

Fax BualnaM BnafnaarhiB UP 01737 S11«av 


/ 


PUBLISHERS 

FORS.ALE 

Ccn^i trcoiiiirsn M'.eaKdf '.Or 
publii vacf m ZL Cmi £ Biixni 

C Qn jr«?»aivt Astbai; of frsrt 


<n>, Jtml •me 

3o\ M Bsrtl Finibsi: Tusa 
OneSnShi^rL Srdgs. Lai^ SEl ^KL 


f SUS3ISCC 

Manufacture of 
Golf Trolleys 


b Piefiariit retllrcn onl tHbi^ 

' Very sevng pomid l« gre* 4i 


Pr«BS7l6, IcirL 
CbeSMari<>>k8ridr:.LcndMSCI WIL 


jfS- 


039eT10TQa£TttE& oa eeubfohed 
tamfly ouamau. Owner toV'vrg. Nrivi 
Inndsn. rsr (n?i TOO OOPt 


WMCKHILL 

HOUSE 


sro*^.m-wouf • ctovetsTSMsaja 


MAG>mcBiTC(xsTWfwoassata.wnaa 
ctnswousuiCKnoN 
X ifnr«c vottaxiia; Rirm KANce (w nauc IOOM5 

CR067<K EXTENDIW TO^rfXQUBMTQjmAC^ 
riA.NM?IC PBUBMONTOBBVBJWLHaiaBl ugnjTy ' 

V ADornohu uimose Afo (ywteiwsnir 

ACXXMMOIMTnV 

PRESOLD - Ote ia ocesB of £ZJSOjOW 

CtoTKCT JOBfMBIN ffiU. RSniOfnCE 
W.i9U79J*VU BEF^FI3M3K 





HOTEL 
UAVGarKfCMox. Donvn JMh>axnxr 


ATTMCinX COHMDKUl BOnL 
aigniNGUfiioas 


RALKESTAlIXArff Aim RAMXiVaiNIIISMEf 
re>icT»N.nciLirffis 


(MOESS A^e Car roEiiq; FOK APFitoiXDMnu 
avEscLiS 

FREEHOLD -n;i5(M)90 

CONTACT Mvm BiriBk MANomnn omex 
TEL: 6161 833 33U REF^fTSMSCB 


H O f E L 
axawxrmfe xMMXMHaiat iwaag a n a naaig 


frmrroimFinAi nmn 
atoBTOTOffN CSWIE - 


c urnNCKiitoosa 


BAR ttSlXnUNX BAMS OF 
mcnamaEiN; ROOMS 


, GAIDOQANDGUtliUX . 

FREXklU>-£l,35IMm 
comxcr MKHAaimus nemcnAH 0 

16L:01214W1222 ’BEI^Fr58l!l23in 


H 0 TB L 

jUKABWmOtmgBPaLOICTBW 

HRRinaEEcaM^aa/moBm 
e Lsnvc.ttnooiB-' 

- U0NGB,iB5I^9UlffiUte 
xiocnowRoqifta ro t^ 
uassBvnHiuiiaBBiQRstBCmfSTCB ' 

ooNfocrA(unraoMia,oixinoiiicE- 

1EL:n3n2SS6n BEF:F132W2|3 


For farther details contact fiie individiMa otfice nr for 
enquiries contact Simon Hs^^ies, London (ffice DTXMi 


CHRISTIE & C2 


Surveyors. Vaujers &. AcENTSc^i '2 .1 


BUSINESS.FOR SALE 


UADIN6UKMAN1SD 
eUARDBie GROUP 


Oneofltiekanest 
fcxtependent manned 
guoeSno 0101436. with the 
fotowlng key features: 

M Sue ch^ customer 
. . . base In foe public 
seefordnd 
commerckil markets; 

■ Network of estobSshed 
.. regloncl bflibes; . 

■ Rofltabie on tumow 
offiSmUonplus. 

ftitenttal PUfchasftnt piftrT^ 

replyto: 

Bgk No. B5690 at Rhancial 
Timto,T Southwark Bridge, 
l-9«^SE19HL . 




‘*i\ J 


u 


I?! 

'V' 





Appeanhtbe 

fTnaiKU Thim every 
Ttoee^FHdsy 
^MSatanfey, 


For ftirther btformatlofi, Or 

to'edvertbe fai this oeetlon, 
: p faBe e contact 

.-144(1171873 4874 


/: 
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sznall•bntsignifi- 
cant exhibition, 
organised by tfae- 
Aberdeen- Art 

. ■ Gallery aronnd 
the work of the Scottish 
pamtCT, Wili^ Gear, in ^ 

. relation with' the interna- 
tional COBItA group of the 
late* 1940s, .has ' now aiiived 
at the Towner .Art GaDery at> 
"Eastbourne, its only 

showing before its return to 
Scotland; to Edinburgh 
Ayr. 

Its particular significance 
to Eastbourne rests on file 
fact that for some six years, 
from 1958 to 1964, XSear was 
curator of the . Towner, a 
time when “abstract art" 
was eveo' more contentibus 
than it is now. And through 
the purchases he made in 
&e face .of constant ,'skir- 
mishii^ with the local- coun- 
cil, he established, one of the 
chqiic^'.of our provincial 
collections of contemporary 
British art' 

Fxa, ^ experience as 
ah artist, he knew precisely 
wbat. he wanted and wber^ 
to' find it. Ih thiH he was snp^ 
ported throughout - by the 
Gulbenkiah Foundation', 
which . made it clear to the 
coum^ that any grant-in-aid 
was made in the expectation 
that Gear's .would be the sole . 
' discretion in spending it.' . 
The sums involved, from 
£500 to £1000, seem trivial 
now but were substantial 
enough then. 

The bulging cuttings-book 
is full of cries of “rubU^” 
and “fit ibr the dnstbin**. 
from indignant councillors 
and rate-payers - plus fa 
change. The nation^ press 
took notice- on occasion, 
indeed even the FT which, 
along with aH the other dai- - 
lies in August 196^ picked 


up the sUlyiseason newa thaf 
the conh^'s arts ' sub-cpm- 
'urittM rec6mm.iraded refus- 
11^ a grant froni.the Gulben- 
ician because “the Curator of 
the Gallery. Mr William 
Gw, will not give'an 'ander- 
t alrin g that the money, win 
. npt b e . spent on buyii^ 
abstract works of art." Oh 
dear.. ' ' ! • . ' • ' 

The* selection on show of 
what he actually bought 
-proves-'to be.a-ljrisk run 
-through some of the major 
names of post-war British 
Modernism, all represented 
by typical and substantial 
works - Hilton. Heron. 
Davie, Medley;- Hayter, 
Burra, Merlyn' Evans. San- 
dra Blow, I hardly need to 
point, the mbraL.' 

"fay was Gear 
-appointed' 
curator to 
the Town- 
er's? Even 
abstract artists most >waira a 
living, and .Gear’s career^ 
after he returned to 
'from Paris in 1950, is the 
-usual story of art-school 
teac'hlng and 

in whicfa a curatoirdup is but 
a variation. It is not. that 
such activity was. co nt r ary - 
to his riature. Gev ,. like 
many artists, was- an enthu- 
siast and ehcoTunger, and 
his generous cdmmitmeDt to 
education, in art was real, 
and effective What; is sad is 
that he bad to.wait' imtil his 
last years for his 'true stat- 
ure as a painter, the sag- 
nlfieance. of his particular 
contzibntion, to be'properly. 
recognised. 

Pw, -at all British xialnters, 
WlUim Gear was first in Ills 
direct. pn g » gmTi<i^f with.-the 
latest Bhiropean Abstraction 
in -the immediate : post-war 



years, and. one of only two, 
both of 'them Scottish, .to be 
directly Involved with the 
COBRA Group, so named to 
maxk its extra-Earisian axis 
of Ccqienhagen, Brussels a nd 
Aihstejdaxn. , It ' came 
together late ini 19^ bom of 
a ^lit'wifiiin tbe revblution- 
aty Surrealist movement. It 
lasted ahaost exactly three 
years. 

Its creative Impulse was 
- the currat tens! on between 
a fireely-expressive Surreal- 
ism, steeped in child-art. art 
■ brut aai tbe subconscious, 
arid -a more structured but 
stiQ expressive Absbraction. 
In thte tt ran parallel to 
.much ct what was going on, 
unsu^epted. In New York, 
wldch we now know as 
Abstract Expressionism. 
Apatt.from Gear and his fel- 
low Scot. Stephen Gilbert, 
the principal COBRA artists 
were Jam. Api^ and Con- 
stant. 

Gear was the conduit of its 
influeiiee into the main- 
stream of Briti^ art, in par- 
ticular to the work of Alan 
Davie and Roger Hilton, and 
so on to Ftost, Heron and 
Blow and Si Ives pgtwrtwg ia 
general of the 1960s - a mod- 
erated Influence perhaps, 
but an Influence all the 
same. 

Gear himself is the most 
formally disciplined and 
restrained of the COBRA 
painteis, the visual force of 
his work through his 

rich and concentrated col- 
our, rather than any ges- 
tural expression, combined 
with tbe strongly-contrast- 
ing black stmctnres with 
which he overlaid it. The 
first quality be owed quite 
as much to the, Scottish Col- 
ourists as to COBRA: the 
second, an inherttanoe from 



The champion of Abstraction: ‘Setf^Portraiti by WUrram Gear. 1952 


his student-days in lAger's 
atelier in tbe 1930s. 

William Gear died sud- 
denly early last year, aged 
82. I last met him by tbe 
harbour at St Ives one morn- 
ing late the previous year, 
where tbe Tate was to open 
an flrhfMfinti in which his 
own work, for once, was 
figuring. That gave him the 
greatest pleasure, though 


the recognition bad come so 
late, and was. even then, 
incidental. Scotland gave 
him a retrospective In 1982: 
tte Dutch lately gave him a 
medal: but in England, 
where be bad spent more 
than 40 years, he has had 
little notice beyond intermit- 
tent gallery shows. COBRA 
too has been largely 
ignored. Such omissions 


Recitals/Andrew Clark 

Kraus picks up 
the crown 


should be repaired as soon 
as possible. 

William Packer 

William Gear and COBRA: 
Towner Art Gallery, Bast- 
bonnie until April 26. then 
to Edinbnrgh and Ayr. spon- 
sored by James Coxson. His- 
kia vam Kralingen, and the 
Elephant TnisL 


H e came, he sang, 
and be delivered 
with such com- 
plete mnsician- 
ship, such tmthfixl baring of 
emotion, that the years jost 
peeled away. Yon can keq> 
your three tenors - give me 
Alfredo Kraus any day. 
Wednesday’s Barbican 
recital, with the Orchestra 
of the Royal Opera Bouse, 

thought back menories of a 

time when yon could smell 
the perfume of romance in a 
voice, when the artist served 
the art rather than vice 
versa. 

Kraus at 70 is in splendid 
shape. He looks as hand- 
some as ever, and the voice 
has lost none of its candour 
- the melting timbre, the 
flawless technique, the rock- 
solid top notes. It may not 
be as compact as it once 
was, and some of the 
phrases taper away breath- 
lessly at ^e end, but thig 
was a negligible price to pay 
for such stylistic parity and 
old-fashioned elegance. 

By beginning with Tbnio's 
“Ahl mes amis" fi*om La /tile 
du rigiment. Kraus made 
clear there would be no con- 
cessions for age. This is the 
aria which earned Pavarotti 
the title “King of the High 
Cs" a generation ago - a 
title he lost in 1995 when he 
returned to tbe role and 
failed to carry them off. The 
crown now passes to Krans: 
clearly enjoying himseif, he 
hit every note with an elo- 
quence that must be the 
envy of tenors half his age. 

Vocal acrobatics are, in 
fact, the least of Kraus's art. 
In Lionel's aria of despair 
from Martha. what 
impressed was his fine<^im 
espressivQ. In Leandro's 
lament from Sorozdbal's zar- 
zuela La tabemera del 
Puerto, he used portamento 


to suggest a voice full of 
tears. And in the famous 
tenor air from CUea's L'arle* 
siana, Kraus made every 
word count. Werther's 
“Pourqnoi me r^veiller", 
each phrase tenderly 
caressed, made a fitting cli- 
max, and there was one 
encore - “La donna ^ 
mobile" - to bring tbe audi- 
ence to its feeL 

I f Krans's recital was a 
feast of tel canto, it was 
the Wagnerites' turn on 
Monday, when Wal- 
traud Meier made a rare 
London appearance at the 
Festival Hall. Beantifnl 
singing is, in fact, just as 
much a part of the German 
diva’s armoury: the lush 
intensity of her timbre is a 
welcome alternative to the 
steely glare of the mod«n 
Wagner soprano, and Meier 
has the advantage of glam- 
our and intelligence. The 
voice is settling upwards: 
that mnch was clear from 
tbe first half of her concert, 
with the lower tessitura of 
Sieglinde's Act l Narration 
from Die WalkOre sounding 
imderprqiected after a spell- 
binding Narration and 
Corse from TYistan und 
Isolde. 

It was an oddly shaped 
programme, with Isolde's 
Liebestod and Brunnhilde's 
Immolation lumped together 
in the second half. Both 
were mnsically phrased, 
nobly declaimed, beautifully 
“felt", tbe sound always 
open, the tone radiantly 
spun. There was something 
majestic about the way 
Meier sang, which helped ns 
to forget Pettf Schneideris 
limp conducting. Simon 
Rayner, the Royal Opera's 
prtecipid horn, deserves a 
bonqoet for his contribn- 
tions to both evenings. 


Theatre 


Dreams of 


S m:gei is a well signing ' 
academic accidentally up v; 
to his fraQ neck fiie. 
korri^rlng. mad k^c nf 
early I920s Russia, In this 
popping productioa 6<, MiMtiail^ 
Bulgakov's 

Howard Daries jsu^ials'a 
cast of chaiuctete ‘from tbi^ iiuia; 
lings to the quite terrifUri,. and 
no-one could posmbly 
ci cowu^ca Rrom liie w^-^;ir; 
. his' a r res ting . produrtion-is: an' *' 
exercise in total theatra ' ; . 

Hie sound of gunfire fiUs tfae; 
auditorium* and temxised civlf* 
Ians burst throogb the towering, 
seemingly solid wall which 
bisects the Olivier's open stage as 
they seek sanctuary in a mona& \ 
tery, vividly conjured up in 
musia sound -and UghL “Who’s . 
conung? Hre whites orthe red^"' 
Either WcQt they believe tbetr fate 
to be sealed, whether, at the 
hands of the Bolsheviks or the 
white Russian army. Described 
by its ahthcv as a iday in e^t ' 
dreams,' Fl^hi follows a series of • . 
farcically, linked individuals . 
struggling through the night- - 
mares of escapa 
'ywth each successive locatt^ 
Davies arid hig designer Tim 
Hailey utilise every resource in 
the National Theatre's armoury. 

A railway waiting room corn m a n- 



Howvd Davies's sys-popping production of Mikhail Btdgakov’s 'Flight* Atoteuur 


-deeredfas an aiw HQ slides 
o^'.ooiirteBy cC the atege’s outer 
revolve, complete with, wittily 
synrdiranised tnnng by officers 
looking 3iJte a decaying white 
RuSriaa tersian cf a scene from 
Terry; GUUam's;.film Brazil A 
^ant .I^Qowfo painted canopy 
rears up 4b evoke tim elaborately 
decorab^ ceil^ of a ca v ernous 
Parisian hbos&^The grand bazaar 
at Constantinople is jurt that, a 
teeming riot .oif activity from 
rari%- tfi hflllooBM, all 
bathed iaititk Fisher's toirid riot 
of blue and red' ' * ' ~ 

. “Ail we-bave-. now are appear- 
ances," remarks -General Char- 
nota' (cra^ Kenneth Cranham). 
•Yet that’s precisely the problem. 
Ron Hutchinson's jocose, salty 
adigitation has a punchy, contem- 


porary, demotic feel to it, but 
la^ sections of tbe text are 
undercut by the overblown pro- 
duction. It lacks narrative drive, 
which one sees most clearly with 
AhUD Howard as Khludov, the 
r e tr eat ii g White Army chief of 
staff. In isolation it would be a 
fine. comic portrayal, fUU of oro- 
tund puzzlement and ornate 
vocal musings but. fatally. 
Davies allows his dangerously 
lugubrious pacing to dominate 
his scenes, md tension is dissi- 
pated. 

Idichael Mueller winningly 
blends earaestness and naivety 
to sweet condc effect in the diffi- 
cult pivotal role of Sezgei who 
tirdessly seeks tbe love of Seraf- 
ima (Abigail Cnittenden). but the 
prodaction often leaves their 


story stranded. It is only in the 
penultimate scene where Char- 
note and Sergei gamble on an 
increasingly tense card game 
with Serafima's errant husband, 
Roizukhin (Nicholas Jones), that 
the financial stakes and, more 
inqiortently, the dramatic stakes 
re^y rise. 

Flight is all about tiny lives 
illuminating the horrific circum- 
stances and rhetoric which 
threaten to engulf them. Ironi- 
cally, as the production's grand 
design (in every sense) engulfs 
us, the focus is lost and we are 
all but robbed of the play's emo- 
tional charge. 

David Benedict 

Olivier Tbeatre, London 5£2. 


Elgar’s final enigma 


T he proof of tbe pudding 
is In the eating. And 
there was no doubt, at 
London's Royal Festival 
Hall on Sunday, that Anthony 
Payne's elaboration of Elgar's 
sketches for a third symphony 
was worth bearing, liiis first 
jHJbllc performance, given by the 
BBC Sympbony Orchestra under 
Andrew Davis, was tbe culmina- 
tion of endless speculation and 
argument stretching back to 
Elgar’s death in 1934. It was a 
worthy outcome, in so for as it 
sounded unmistakably Eigarian 
and gave us tbe chance to bear a 
speculative account of what tbe 
old man was up to in tbe last 
year of bis life. It wns not Elgar's 
Third Symphony: such a work 
never esdsted and never win. But 
by studying the sketches and 
reading into Elgar’s mind. Payne 
has given us some attractive 
music. That is all tbe justifica- 
tion this exercise needed. 

Tbe arguments for and against 
elaborating tbe sketches have 
been exhaustively rehearsed 
these past few months. The objec- 
tions are that tbe sketches 
amount to little more than a jum- 
ble of raw ideas, that Elgar didn't 
want anyone to tinker with tbem. 
and that they' are not of sufficient 
quantity or quality. Until 
recently, the Elgar family - 
which bolds the copvTigbt to 
more timn 130 pages in tbe Brit- 
ish Museum - subscribed to this 
view'. They were persuaded other- 


wise by a BBC talk gh'en in 1996 
by Payne, who bad immersed 
himself in tbe sketches for 20 
years. 

He introduces tbem on a new 
CD on tbe NMC label, demon- 
strating beyond doubt that the 
basic ingredients for a symphony 
are there: full themes and full 
orchestration of important sec- 
tions. No one will ever know bow 
Elgar would have develciped this 
material - but someone with an 
intimate knowledge of Elgar’s 
compositional process, as Payne 
patently does, can give us an idea 
bow be might have done it. 

T be fact is tbat tbe 
sketches exist, and when 
copyri^t lapses in 2001. 
they wril] be in the public 
domain. You can't establish their 
musical and emotional depth 
from hand-written fragments in a 
museum: the only way to do so is 
to piece tbem together, indulge in 
some inspired guesswork, and 
play them. Judging by Sunday's 
performance, the work is not a 
blazing masterpiece, but it bears 
the spirit of Elgar, and at its 
heart lies an Adagio of eerie 
imagination and power. This 
movement alone suggests some- 
thing truly momentous. 

Tbe 17 opening bars of tbe first 
movement are tbe longest section 
Elgar composed in full score, and 
the tumultuous march-like theme 
is already a long way from wbat 
we associate with late Elgar it is 


tougher, more chromatic, more 
“modem". As a whole, however, 
the movement is a disappoint- 
ment Despite Payne's resource- 
fttl orchestration, tbe themes 
sound Identical at each recur- 
rence; they surely demanded fur- 
ther elaboration. It's as if Payne 
has been too respectful. 

Tbe Allegretto, equally well 
outlined by Elgar, is in miniature 
vein, far removed from the ideas 
we expect of a major symphonist 
Tbe Adagio solenne. by contrast, 
combines tbe long-breathed 
warmth of tbe slow movement of 
tbe First Symphony with the 
dark, funereal quality of its 
equivalent in tbe Second - but it 
rises to a different plane alto- 
gether. Peppered with wistful 
viola, unsettling chord progres- 
sions and mutterings on bass 
clarinet and muted trumpets, it 
hac a halting, visiouary quality. 

Tbe finale finds Elgar in chival- 
ric vein. Many wiU not like the 
ending - the music vanishes on a 
veiled gong, like a question-mark 
- but it suggests Payne has 
remained true to the spirit of tbe 
exercise. Elgar left no indication 
bow be wanted the work to end. 
That was his final enigma. 

Payne, a composer in his own 
right, was rewart ed with an emo- 
tional ovation - as were Davis 
and his orcbestra. who performed 
with palpable devotion and 
energy. 

A.C. 



BARCELONA 


I Picasso 
-3-319 6370 
Ichlele: TT» Leopold 
ion. 152 paintings and 
ra on loffli from ifie latest 
coBscHon of Schiele's 
I the world. Produced 
the period 19C6-19'18i tills 
3f works is representative 

xief, bold career of the 
se Expressionist and 
or; from toniorrow unlB 


BERLIN 

INCERTB 

nvarmonle 

't 49-30‘2548 S3S4 
rtin Philharmonic Orch^a: 
iducted by Sir Simon Rattfe in 
fi® by Berio and MaWer; Feb 
,20,21.22 

'ERA . . 

i^t^oper unter dw Lmdeo 
.■ 49-30-2035 4555 
w.stagtsopeT’Oortio-oro 


Falstaff: by Verdi. 
p^uction coiiducted tfy Claudio 
Abbado in a s^tng by Jonatiian 
Miller. Ruggero Rainriondi sings 
the tide rote; Feb -16, 21 

■ CHICAGO 

.CONCERTS 
Orchestra Han 
ret 7-372^294-3000 
www.chicagdsyrnphof^.org 

• Chicago Symphorv 
Orchestra: conducted fay Zubin 
Mehta in works by Wagner. 
Hindemith and Bi^ms. With . 
piano soloist Danlei Barenboim; 
Feb 18 

• Chicago Symphony 
Orchestra: cc^uc^ by Daniel 
Barenboim ini worte by 
Beethoven; Feb 19 

■ EDINBURGH 

EXHlBrnONS . 

Scottish National QaOery of 
Modem Art 

Teh 44-131-624 6200 
Wlliam MacTaggart (1903-1981): 
retrospective of the Edinbii^ 
modernist Includes areund SO 
paintings, watercolours and ' 
drawings, the majority borrowed 

from priv^ collections and 

seldom exhibited; to May 10 

■ GENEVA 

CONCERTS 
Victteia HaU 
Tek 41-2^170017 

Orchestra de la SuIsm Romande; 
conduct by Fabio Lul^jn the 
Swiss premiere of Beat Furrer*s 
Nuun, with pianists Mayumi 
Kanina and Jesn^iacques . 


Ballet The programme also 
includes woiks by Debussy and 
Berlioz; Feb 18 

■ GLASGOW 

OPERA 

The a t re Royel 

Tel: 44-141-332 9000 

Scottish Opera: Cos! fan tutte: by 

Mozart New production by 

Stewart Laing, conducted by 

Nicholas McGegan; Feb 17. 19 

■ HELSINKI 

OPERA 

Finnish Naitional Op«e 
Tel: 358-9-4030 2211 
Come back, (aabriel: world 
premiere of llkka l^uslsto's new 
work based on the true story of a 
confidence trickster who preyed 
on lon^ women. Staging by 
Jussi Tapola. vvrth designs t^ 
Anna Kcxitek; Feb 18, 21 

■ LONDON 

CONCERTS 
Barbican HaB 
Tel: 44-171-638 6891 
London Symphony Orchestra: 
Ktetisiav ffostropovk^ conducts 
a progr^me of works by 
Shostekbvich; Feb 19, 22 

WigmoreHall 
Tet 44-777-935 2747 
L^ Ove Andsnss; recital by the 
pianist of works by Haydn, Liszt 
Martin and Beethoven; Feb 17 

EXHIBITIONS 
Tate GeOery 
Tel: 44-171-887 8000 
Bonnard (1867-1947): ma|or 


retrospective focusing on the 
works produced betw^n the 
1890s and the 194Cte. Includes 
landscapes, still iifes, a series 
nudes depicting Marthe, 
Bonnard's lifelong companion, 
and several seK-por&aits; to May 
17 

■ LOS ANGELES 

OPERA 

l_ A. Opera, Dorothy Chandler 
Pavilion 

Tel: 1-213-972 8001 
www.laopere.org 
The Magic Flute: by Moz^. 
Revival conducted by Julius 
Rudel in a staging by Sir Peter 
Hall; Feb 17, 19, SI 

■ MADRID 
EXHiBmONS 
Funda^dn Colecelon 
Thyssen-Bornemisza 
Tel: 34-1-420 3944 

The Triumph of Venus: The 
Im^e of Woman In 18th Century 
Venetian Painting. Bringing 
together 80 worte which together 
address the evc^ution of taste 
from tile late Baroque period to 
Romanticism. Indudes works by 
Tiepolo and concludes with 
Canova's Three Gr^es; ends on 
Sunday 

■ MILAN 

OPERA 

Teafro alia Scala 
Tefc 39-2-88791 
www.l^ca^miIano. it 
Die Zauberfidte: by Mozart 
Conducted by F^ul Connelty m a 
staging by Roberto De Simone. 


VSTifo sets by Mauro Carosi and 
costumes by Odette Nicoletti; 

Feb 17. 19 

■ MUNICH 

CONCERTS 
Philharmonie Gasteig 
Tel: 49-89-5481 8181 

• Maxim Vengerov; recital by 
the violinist of works by 
Beethoven, Shostakovich. 
Sarasate and Szymanovsky; 

Feb 19 

• Munich Philharmonic 
Orchestra; conducted by Semyon 
Bychkov in works by Dutilleux, 
Sa’nt-Sa9ns and Tchaikovsky; 
Feb 17, 18 

• Salzburg Mozart Orchestra: 
conducted by Alfred Eschwe in a 
programme including works by 
Bernstein, Gershwin and Strauss; 
Feb 20 


■ NEW YORK 
CONCERTS 
Carnegie Half 
Tel: 1-212-247 
www.camegiehaH.org 

• Pittsburgh Symphony 
Orchestra: conducted Mariss 
Jansens in works by Ccm'gliano, 
Beethoven and Shostakovich. 
With pianist Radu Lupu; Feb 17 

• The Met Orchestra: 
cor>ducted by James Levine in 
works by Tchaikovsky, Bach, 
Ligeti and Berlioz. With violinist 
Maxim Vmg^ov; Feb 22 

EXHIBmONS 

Metropolitan Museum of Art 
Tel: 1-212-879 5500 
www.m6tmuseum.org 
Richard Pousette-Dart 


(1916-1992); works by the 
American Abstract Eiqxessionist. 
tracing his evolution from Cubism 
toward his mature style. 

Includes loans from the artist’s 
estate; ends on Sunday 

OPERA 

Metropolitan Opera, Lincoln 
Center 

Tel: 1-212-362 6000 
www.metopera.org 
Samson et Dalila: by 
Saint-5a$ns. New production by 
Elijah Moshinsky, with designs by 
Richard Hudson; Feb 21 

■ PARIS 

CONCERTS 
Salle Pl^rel 
Tel: 33-1-4561 6589 
Orchestre de Paris: conducted 
by Christoph von Dohndnyi in 
Haydn's Symphony No. 88 and a 
concert p^ormance of Bartok's 
one-act opera, Le Chateau de 
Barbe-Bleue. With soprano 
Cornelia Kallisch and bass Liszio 
Polgar; Feb 18, 19 

OPERA 

Op6ra National de Paris, Op^ 
BastiOe 

Tel: 33-1-4473 1300 
Tristan und Isolde: by Wagner. 
New production conducted by 
James Conlon in a staging by 
Stein Winge, vrith designs by 
Lennart Feb 18, 21 

Op^ra National de Paris, Palais 
Gamier 

Tel: 33-1-4343 9696 
CosI Fan Tutte: by MozarL 
Conducted by (3aiy Bertini in a 
staging by Toffolutti; 


Feb 18 


■ STOCKHOLM 

EXHIBmONS 
Modema Museet 
ref; 46-8-5795 5200 
www.modemamuseetse 
Wounds; Between Democracy 
and Redemption in 
Contempor^ Art The inaugurai 
exhibition in the museum's new 
building examines developments 
in the visual arts from the 1960s 
to the present Includes works by 
Frands Bacon, Andy Warhol, 
(aerhard Richter and Per Kirkeby; 
to Apr 19 

■ TV AND RADIO 

• WORLD SERVICE 
BBC World S^vice radio tor 
Europe can be received in 
western Europe on medium wave 
648 KHZ (463m) 

EUROPEAN CABLE AND 
SATELLITE BUSINESS TV 

• CNN International 
Monday to Friday, GMT: 

06-3fo MoneyBne with Lou OoObs 
13.30; Business Asia 

19.30: Worid Business Today 
22.00; World Business Today 
l^xlate 

• Business/Martcet Reports: 
05:07; 06:07; 07:07; 08:20; 09-.20; 
10:20; 11:20; 11:32; 12:20; 13:20; 
14:20. 

At 08:20 Tanya Beckett of FTTV 
reports live from LiFFE as the 
London market opens. 
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Martin Wolf 


A wobbly Old Lady 

The Bank of England should have done what its own 
analysis suggested and raised interest rates in the UK 



D espite the widely 
publicised con- 
flicts with Gor- 
don Brown, Eddie 
Geor^ is about to be reap- 
pointed for another term as 
governor of the Bank of 
England. He would then 
have until the middle of 
aoCA to prove that the chan- 
cellor was right to grant the 
Bank operational indepen- 
dence. If sterling were then 
merged in the euro (proba- 
bly over his dead body), he 
would become the first and 
last governor of an Indepen- 
dent Bank. 

The question is how well 
the Bank will perform until 
then. Sceptics point out that 
independent central banks 
usually do too much too 
late. I hope the Bank will 
prove them wTong. but am 
now no longer conCdent. 

The reason for oiy doubts 
is the way the monetary’ pol- 
icy committee split, five to 
three, on its decision to 
leave the repurchase tor 
"repo") rate at 7IS per cent 
at its meeting in early Janu- 
ary. One revealing fact is 
that the Bank insiders voted 
ti^ther. Another is that all 
the insiders were doves. 

The unanimity of the four 
suggests a decision to act in 
concert. One result of this is 
that even though everyone 
on the MFC is responsible 
for meeting the target. Mr 
George as leader of the 
insiders, is far more respon- 
sible than the others. His 
influence is not surprising, 
but the way be exercised it 
may be, at least to those 
who have long viewed him 
as an inflation "nutter**. 
Last week's Inflation Report 
revealed a marked bias 
towards raising interest 
rates. The question is 
whether the Bank made a 
persuasive case for ignoring 
the ImpUcatlons of its own 
analysis. 

The starting point is that 
ioflatioo today is higher 
than U ought to be. How can 
that be when retail price 
inflation in the year to Jan- 
uary hit 2.S per cent, the 
centre of the target range? 


The answer is that this suc- 
cess partly reflects a ster- 
ling appreciation surprising 
in both extent and duration. 

Between the end of 199S 
and 1997 the Bank of 
England’s trade-wei^ted 
effective sterling exchange 
rate rose 28 per cent Given 
Qortnal lags between mone- 
tary policy and inflationary 
outcome, inflation would 
have been well above its tar- 
get today, otherwise. The 
foreign exchange market 
rescued the UK. 

What sterling has rescued 
it from is the results of a 
monetary expansion, with 
its customary impact on 
asset prices, spending, out- 
put and the labour market 
Broad money fM4) has now* 
been growing at a year-on- 
year rate of close to 10 per 
cent since the past Ce 
months of 1995. faster than 
in any other member of the 
group of seven leading 
industrial countries. US 
growth of broad money w*as 
half the UK’s rate in the 
year to December. 

If trend economic growth 
is about 2Vj per cent and 
annual inflation is to be 2'/i 
per cent, nominal domestic 
demand must grow at 
around 5 per cent. This 
seems inconsistent, over the 
long term, with monetary 


growth at twice thm rate. 

E.xcess monetary growth 
spills over into asset prices. 
House prices have been ris- 
ing strongly: tbe Nationwide 
index rose I2.l per cent in 
the ykar to January. Driven 
along by favourable wealth 
effects and windfalls from 
building societies, domestic 
demand grew at an average 
quarterly rate of 1 per cent 
during the first three quar- 
ters of last year. *Tbe Bank's 
Inflation Report aigues that 
"consumption growth will 
slow during 1998, but con- 
tinue to grow above its his- 
torical trend”. 

In the late 1960s, a strong 
exchange rate oontained the 
inflationary’ impact of 
excess monetary expansion, 
for a while. One of the 
explanations for that 
strength were expectations 
of relatively high short-term 
interest rates. The same is 
true today. UK short-term 
interest rates are more than 
double equivalent rates in 
Germany. To an important 
extent, sterling's apprecia- 
tion reflects the strong 
domestic demand, while 
also temporarily ameliorat- 
ing its inflationary impact. 

Rapid growth of domestic 
demand has driven gross 
domestic product briskly. 
Service sector output rose 


The rising shortage of sl^ 
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Unsklnedlebollr 
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m tatr iMntta by dienages 
of aldlled end mkfiad labour 
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44 per emit In Uie year to 
the last qiuarts* of 1SB7. But 
manufacturing, squeezed by 
the high exchange rate. 
been having a miserable 
time, with ou^ut only ris- 
ing t per cent to the year to 
the fourth quarter of 1997. 
Caught to between, GDP as 
a whole grew 3.1 per cent 

Yet this has been quite 
fast enough to tighten the 
labour market ffwn short- 
ages are Increasing. I^e 
headline rate of unemploy- 
omnt was estimated at on^ 
S Iter cent in January. *rhe 
underlying rate of growth of 
gaming s waS 4% pCf Knt to 
December of 1997. up from 
4*A per cent ,eariier .to tbe 
year. Between and 19OT.' 
eamtogs growth to tile UK 
was faster than in tbe US. 
Japan, Germany, F'nmee or 
Italy. Banusi^ rose 3.1 per 
cent in the US, against 44 
per cent in the UK. 

So the background to the 
Bank’s decisions consists of 
fast monetary growrth. 
strong domestic demand, 
rapid growth in ov^ut. a 
tightening labour market 
and an economy widely 
thou^t to be close to full 
capacity. But the overall 
Inflationary impact has 
been <^!set. tor the moment, 
by a strong exchange rate 
and weak manufacturing. 

*The question is whether 
the Bank has already done 
enougd) to slow the growth 
of demand, with its four 
quarter-point increases in 
interest rates since the elec- 
tion. Its own answer ^ per- 
fectly clear: it is no. The 
central forecast to the Infla- 
tion Report is for a rate of 
inflation above 2.5 per cent 
Moreover, "the balance of 
risks to inflation in the pro- 
jection is on the upside", the 
reasons being the possibility 
of a more rapid fall in the 
mmhange rate than ixaplied 
by interest rate dtfTereDtiais. 
past rapid money growth 
and pressures in the labour 
market" 

So why dM the Bank not 
raise rates again? 'The chief 
ansvrer it offers Is tbe possi- 
bility of a larger fan to out- 


put and demand toaa to the 
central case and the fear 
that any immediate rise to 
interest rates shortly 
have to be reversed". 

Tbe re^ionse to toe sec- 
ond of these points is "so 
what?” The idea that cmitral 
banks cannot reverse 
interest-rate p><angeg swiftly 
is a r>na If one only 
moves Interest rates, in 
either direction, when one is 
certain this Is ri^it. one will 
be too late much of the 

timg, 

Wbai of the first of tbe 
tears? One reason for believ- 
ing ontout may go over a 
cliff is the delayed response 
to the sterling appreciation. 

' Anotheris the deepcxisla in- 
east Asia. 

Without east Asia, inter- 
est rates would have had to 
go up both in the UK and in 
toe US. But to deriding to 
leave rates where they are. 
the US is conemned not just 
about its own inflationary 
prospects, but also about 
toe global impact of mone- 
tary tightening. The UK is 
in a different category. 
What it does is virtually 
irrelevant to the wider 
world. It can decide its 
toterest rates on the basis of 
its own prospect s . 

The Bank should have 
done what its own analysis 
- which allowed tor the 
impact of the east Aslan cri- 
sis ~ suggested. To have 
failed to do so creates 
unnecessary eonftision. It 
also raises the suspicions 
that the Bank suffers from 
the politician's bias towards 
delaying interest-rate 
increases too long or wishes 
to save manutecturtog from 
a strong pound, ff it is toe 
latter, the MFC should 
remember toat it caxmoibit 
two targets with one tostrn- 
menL Its job is to control 
inflation. If the dbaneeQor 
wwts to save manufactur- 
ing. be can be told to 
tighten fiscal piflicy. 

As Lady Thatcher once 
told President Bush, this is 
no time to go wobbly. 

Mdrtm Wolfi§tFT.com 
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As so many Emu entrants fail to 
qualify it must inai^c sense to wait 

Haace on m>' understand- 
ing of the terms of a solemn 

intemattonal treaty, of tbe 
12 European U!nion countries 
seektog entry to tbe sWe 
currency In tbe first wave, 
only Luxembourg and Eto- 
ign<4, and perhaps the Irish 
Republic, qualify. In these 

circumstances, wouldn’t it 
make sesase to wait a bit? 


PromPn^D.R.B^/d^lfOTL 
Sir. In your discussion of 
economic and. monetary 
union (‘Dscai policy under 
Emu". February you sag- • 
gest that large problem 
nUghtbe crea^ by amo^ 
est increase to the deflettof.' 
a country with a big debt 
overhang". 

The Treaty of Maastridit ' 
includes a requftement for 
government debt not to 
exceed 60 per cent of gross 

domestic product. That rules 
out elcfot of toe 12 countries 
entry to toe single 
cuirency. Belgium, Italy, aito; 

-Greece, with ratioB.bvmrlOd-' 

ptf cent, ^ ^ 


Uy, as;^'Anstria, the 
Netheriah^', Fortiigal and 
Bpato, with ratiM over 65 
per cent Gennahy. with a 
ratio just QV».^ pa cent . 
but rising, is ilso edfluded 
by. the tmnsnf^ treaty. 

Tito Iri^ RepnUto 
ever,.nfao% ratio emseds 60 
. emit but is fairing fast, 
mi^bfrbeJieegitogto:qiiaHfyi 
and France just 
appear to qualiCylUDder this-. 
criterion, and Lnxembomg 
doe SQ.earily.'.FtoDcei, how- 
ever, hke-Gsiu^ay and - 
Ihdy, seems not to me^. 
atotitor crita^ of toe 

gOT touin ent deficit not 
. 3 of GKIP. 


D. B. Myddelion.' 
professor rf finance and 
aiwwmtmg - . , 

Crnnfield Umversi^ School 
of Management, 

Granfield, 

Bedford ME43 OAL 
UK 


Give Virgiii ColikrtimLe 
to make 


Ptem mdurd Br an s oi i . . 

Sh, Reaidiog 3foar Lex'col- 
iimn (Pebriiary 12) reminds ' 
me of some' ofthe negativto!; - 
Qf pnhlte company life. The . 
short-tezm and li^-advBW 

♦hinWwg nf flwanrial jnm-haU 

tots was all too ^iparent to ^ ■ ■ 
timcolumn. . • 

Virgin Cola was not ni- .! ' ' 
ooDcehred Over the aftwtiiig . 
years we win build up a. very 
respectable share of tfaesoft-'"' 
drinks markrt amund the*. ' 
world anda British company- 
wffl be proud to have bnflf a 
powerful alternative soft ' ' 
drinks company to Coca.- : 
Cola and PefiaiCa It was 

Tnla l ftftriing tft jnrt g ift ns 

one month’s figures when; , 
this December, Pqpei had in 
place the latg^ one-monto . 
pnimotion they had ever . 
had. We. m tect. outgrew " ' 


Fqisa lad yi^, grm^^ 
I2per<jent>--:''''.^ . 

^ Pur^teraaqra^Vir^ 
Gxnujfs'toto yO^ 

Jte conmuiy to 1985187 were 
Itot marred by poor. tradi^ 
we dcml^ dnr profits fihm ' 
asm to £3lm, and the cmly- 
reason vto pulled out of toe . 
stoAM gave all toe - 

,2hoDiey to our share- ' 

biddm w» because of tbe 
1987 crash and the low value 
atorflmted to 'tTzgto Music _ ^ 
Gn>up l9 toe market as a 
resiiltl frroniCailly, only a tew 
years' teter it was soM for. . 

$1 bia. 'several times its 
valuktibn by the market .in 
1988., 

Bichsira Branson.. 

Vlrgto Management, 
a Holland Park, 

Louden Wll 31S. UK 


It simply doem’f ti^te so good 


From dfr Winston Fladtef. 

Str, ft's api^ yovLteiledto 
mentian, to ybur analysis of 
Vilgin Cola's dprlfoA g-nil tell. 
"Virgin buys out nanaH?fln 
cola partner", Febmary U) -*- 
tbe most satient fact of afl: 
Virgin Cola simply doesn't 


taste as good as or . 

Fepidu-BruL o(.8tacy. 

WtastwFletdher,. 
^^anrman, ' * 

Bondi. DK'Gknip. ' r'.f : 
2sYr^asaeto[sSixoeu.. 
Intolota 


Perfect 

competition 

Fivm Hr John P. Biichotte. 

Sir. I read with amuse- 
ment the quote frrom Robert 
Crandafl. ftVniirtTiaTi and 
chief -executive of American 
Airlines ("When fares aren't 
fair", February lOi. is cer- 
taiiily aware, as most of your 
readme win be, timt ff there 
were indeed'parfect (tompati- 
tion in toe US airiiwas mar- 
ket, his shaieholdtin would 
suSsr terribly, since eco- 
nomic theory tells us profit 
is absent in' tbpse contotions. 

Znterastingly. theory 
shows that monopolistic 
competitors req^nd simi- 
to perfect competitors. 
Perfect competition should 
result to the entry into the 
maricet of new producers, 
tocrearing tiie supply and so 
lowering .^ce until it is 
equal to. average total c<tot . 

The fact that Southwest 
Airlines to toe on)y new 
entrant to succeed fotber 
♦Kan the establiriied airttoes’ 
own Icw-co^Wisidiaries} 
and thatprofito are at r^rd 
hIgKft is an ♦nilieatinn Of-the 
oligapolistic briiaviour of the 
leading afr’hnes- ' 

JoImP.Sitdsotte, ' 

415 West 14th Street. 

New York, NT 10014 US 


FT 


FINANCIAL TIMES 
Conferences 


KOREA 

A UNIQUE OPPORTUNITY TO MEET THE NEW LEADERSHIP 
19 & 20 March 1998, The HUton, Seoul 


With ihc recent election of longtime political dissident and opposition leader. Mr Kim Dae Jung as President, Korea 
bas opened a new chapter in its gplitical history. Tbe refonn priorities outlined by rhe new government will see the 
emergence of a radically new economic model for (he world's 1 1 tb largest economy. 

This timely and important conference will be tbe first to be addressed by oewiy-eiected President Kim Ott Jung and 
his incoming gov ernment. The event will provide a unique opporamicy for the internaiional busmen and financial 
communities to review tbe policies of the new government and tbeir implications for foreign iavestment and trade. 

- as uell as the reverberations tor the Asian, and world economies. 


KEYNOTE OPENING ADDRESS 
Newly-elected President Kim Dae Jung 

ISSUES TO BE CONSIDERED INCLUDE 

• Korea and the global economy 

• Prospects for economic reform 

• Korea's new approach - a solution to Asia’s problems? 
■ Refonn of the bmiking and financial s>ectiocs 

• Industrial restructuring 

• ForeiED investment 


WUO SHOULD ATTEND 

Senior directors, econorm'sis and global emerging market 
specislhu of imetnaUTOa] Isvestmem banks, commercial 
banks and securities houses will find this everu of 
significant toterev.. Seruor executives of muitinationai 
corporations nn^ns with or investing in Korea will also 
benefit from the opponunity to forge lutos wito local 
compa.’iies and nen-ork with business pannera. 
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The same 



US local telecoms 
markets have yet 
to become open 
to healthy 
competition 

The US has 
just cele- 
brated the sec- 
ond anniver- 
sary of its 
landmark 
Telecommunications Act of 
1996, a law intended to bring 
competition to toe nation's 
local telephone markets. Yet 
for more than 99 per cent of 
Americans, nottong has 
changed. They have the 
same number of choices for 
their basic local telephone 
service as when the law was 
passed - exactly one. 

Two years ago. as assis- 
tant attorney-general for 
antitrust at the US Depart- 
ment of Justice, I was 
iDv-oived in toe negotiations 
between the Clintoa admin- 
istration and Congress in 
crafting the Telecommunica- 
tions Act, America’s first 
change of telecommnnica- 
tions policy since 1934. At 
the time, we were optimistic 
that the Act would bring 
lower prices and new teeb- 
ziologies to tbe average con- 
sumer. similar to what 
occurred when tbe US 
long-distance industry was 
deregulated more than a 
decade aga 

One year ago. I joined the 
US’s sixtb-iargest long dis- 
tance company, LCI Interna- 
tional. to lead its efforts to 
break into the local tele- 
phone business. While I real- 
ised my task would not be 
an easy one. I had no idea 
bow hard the Regioiial Bell 
Operating Companies (Baby 
Bells) would fl^t to bold on 
to tbeir mmiopolies. 

In hindsight, some of tbe 
problems tbe U$ is experien- 
cing to deregulating local 
phone competition were fore- 
seeable. Local telepbone ser 
vice bas been a monopoly in 
tbe US for a century. Tbe 
Qve Baby BeUs provide local 
telepbone services to more 
than 80 per cent of the 
nation and are among tbe 
country’s largest and most 
powerfol companies. They, 
operate the only network 
reaching every bosiness awn 
borne in tbeir regions. While 
pockets of local tecllities 
have been built by competi- 
tors in some cities, in most 




Stude to toe pash tim US local service jteeds itodatfaig 


cases the Bells’ networii is 
the only link to consumers. 

Ihe Telecom 'Act tried to 
solve these, problenm by- 
creating reqoiiements that 
tbe regioDal operators allow 
companies sudi' as LCI to 
use the monopoly local net- 
works on a non-discximlna- 
tory basis. In the classic 
"carrot-and'Stick" approarii. 
tbe Telecom Act provided 
that the Baby Bells' could 
enter the long-distance mar- 
ket once tbeir local markets - 
were cH>en to competition. 
That to wltore the current 
stalemate comes in. The ' 
Bells have used and 
operational delaying tactics 
to' maaniato tbeir monopoly 
status, while demanding to 
be allowed to enter the 
long-distance' ntoriEet, to the 
pest two years, ail that has 
been created Is a complete 
impasse- in foUilling the 
goals of toe Telecom Act. 

LCI has proposed a plan 
that would end the stale- 
mate. LCI*s "Fast Track" 
pK^osal is modelled on toe 
plans abre^ undm* way m 
this country to bring compe- 
tition to the electric utility 
industry. State regulatory- 
coDunisshms racognkted 
the incumbent electric utili- 
ties. toiey own both toe 
transmission .and 'distribu- 
tion tecSities. would ritocriin- 
toate against coxnpetitors. A ' 
couple of state commlffiinns . 
recognised that the. only 


to give cdng>etotou a chaince' 
to develop was to turn over 

oootrto tranmiission .fa en - 
Ities to ^. Independent 
entity. 'What ' they under- 
stood at the thne was 
this Wpe 6f^ striicture was 
tile only way'tp create opera- 
tional efficiencies to a 
work to whirii there was no -. 
eeanamlctoterfet other than 
fostering open . access. LCI Is 
proposing a jinmiiar strdc- 
tore be apph^ to the BeBs. 

The aim is to deal with the 
^Us’ inherent conflict of- 
"UEteresL On.the'cite 
toqy <4>erate toe local tele- 
phone network' that all 
. wbuM-be competitors must 
■ use. On the oth^ - they act 
as. the' local telephone ser- 
vice providers thmsselves. 
‘^u^ any incentive they 
zoighf have to .ju^vlda the 
use'of local network tecill- 
ttes to companies such as 
LGT -to -.stunted by. 'toe teet 
.tii^' thrir retail <^rations 
win Io6e.cn3totner& 

.proppscs to. resolve titis- con- 
^'fllct and. end .the 'corront 
cim]|wt^e Auagn^ . by 
sq«iaH&g the whole- 
sale Tteafl o{terstions;'in 
exebange^Jbe betog able to 
ofter longrdistonce 'isenrices 
qua' ftm! timetable than to 

-ctBt^Uy' ft^eeabld, the 
B^'f froffid iWtote a retail 
ccnqpmty -r caSed Serv^ . 
that- .-ifotdd offer - local ' 
.km^dtotance. and othm* ser- 


vices to business and resi- 
dential consumers. -A SQ>a- 
rate company - called NetCo 
- would manage the moimp- 
oly local facilities network 
.and sen the use of tbe net- 
work to all r^ail providers - 
isiriuding ServeCo. 

While others have 
sugge^d separatix^ the 
retail and wholesale busi- 
nesses before, they have all 
shared one important weak- 
ness. As Tong as the same 
company owns both tbe 
monopoly, wholesale « nd 
competitive ' retail subsid- 
iaries, that . comp'any bas 
every incentive to .manipu- 
late the two subsidiaries in 
an anti-competitive way, 

1^ does not disagree that 
full divestiture of toe Bells' 
. retail operations is tbe best 
solution to this dilemma. 
That was the sotution used 
14 . years ago in the AT&T 
break-up when AT&T’s 
long-distance operations 
were broken off completely 
fixun the local networks- left 
' with tbe Baby Bells. 

The La “Fast Track" plan 
stops well, short of divesti- 
ture, primarily because we 
tear that- this coorto would 
take , too long to accomplish. 
Instead, we suggest that 
murii cd tbe benefit cd dives- 
titare can. be achieved if the 
retail company - ServeCo - 
has signifleant indei^ndeat 
public ownership,, and fzuie- 
pendent' management cbm- 
WUMted strictly on the 
basis of ServeCo's perfor- 
mance. 

LCI has been encouraged 
•by the reception that our 
“Fast Track" plan has 
waived in initial discus- 
sions wito regulatory agen- 
cies and other long-distance 
co mpa nies to the US. 

^ desperate to 
the current stalemate 
and see vigorous local tele. 

wmimad^onscompetititm 

both business 
and rerid^itial consumera 

^ that 

competition quickly and 

^ Ms snows in crea^ 
The euuHor is or®**#— 
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All power 
to the IMF 


ild-u|i m the^area 



The International Monetary 
Fund’s threat to wiOiciraw its 
for tbe 843bn Zndone- 
aian rescue package entails sub- 
stantial economic and political 
risks. Yet it is important to 
recognise that the bzlnkman- 
ship lies primarily on the of 
-Indonesia’s K^deut Suhai^ 

In proposing to intioduce a 
currency board without the 
Fund’s consent he has, in e&ect, - 
made a nonsense of the IMF 
programme agreed in January. 
Not only has this destrc^ed any 
credibiUty that the programme 
might have had: it has put the 
IMF la a position where its abil- 
ity to treat yrith all but the 
smallest and weakest count rie s ' 
would be placed in question if it 
foiled to fOnow iip its 
' /nns is, then, a confr ontation ’ 
in which Mr Suharto ultimately * 

, stands to lose more than the 
Fund. But that may not how 
it appears to an hieing le^er tn- 
Jakarta, as he struggles to pr^' 

, serve his own portion anrf t he 
we^th of his cronies in busi- 
ness and banking. wanWrig 
down would hievlta^ weaken - 
tbe authonty of his Ta gtma 
The bizarre feature of the row 
is that the future resotutiaa of 
tbe Asian fhiawriai crisis may 
now turn on tbe technical issue 
of whether the rupiah should be 
pegged to the dollar. That is 
admittedly an alamdst view 
the potential fall-out Tnd^aeia 
is an extreme case, both in 
terms of politics and the egfon t 
of its solvency problems. 

Ihe composition of the . coun- 


try’s tradeis ve^ dlfBeieat from 
that of the otb^- ^ctims in the 
Asiu dram^' These facts alone 
ou^t to rule out further finan- 
cial contagidQ in th^ re gion, yet 
the events of recent months are 
scarcely conduciv'e to .calm 
rational Tnai^at bdiaviour. ' 

There' fuw.no satisfoctory out- 
. come& ,One; of. tbe danger- 
ous would .be for Mr Suharto to 
recognise that'it is in his'. own 
inter^'to go ahead, with tbe 
progrmnme he agr eed .with tbe 
Off in order, to create mote sta* 
Ue cooditions in which {Lcui^ 
rency board ""I ght Tnalca ganaa. 

Yet the preddeiit is, at best, a 
wasting asset to his country. 
After. the hea^ pounding of 
recent weeks, tiie cnixency xnar^ 
kets may,foel that the omy dred- 
ible progtemme is ona eignad hy 
a successor regime^ It would not 
be sniprising tf. that -were 'dso. 
Ihie private judgment pf tiie IMF 
and its maaagi^ Sector 
Michel ' Ca]zidessu&' 

Any tranafrinn . -will cairy ' 
'grave risks. The.lakttim^ when 
Mr Suharto . seized power in 
1965, it involved bloody civil 
strife, including the aianghtar ’ ot 
many ethnic , Chinese. ' Wide- . 
spread defaults would be likely. 
How Bdjing m^f.re^cmd .in 
such ejrrmngtanraBB i$ a dHfim lt 

question. •• .... 

If the nastier acen a r j og come 
about, it vriir be' no fault ctf the 
IMF. Mr Camdessus has no 
option but to stick to his gnus. 
He desertes ah suppcol in tak- 
ing a far from comfortable 
stand.' . 







Baghdad 


IRAQ 
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BAHRAIM 'IV 


Two months have passed smce 
Japan's prime, nunister, Ryutam 
Hashimoto; announced that 
public money would be made 
available to be^ the financial 
system. Yet we still know, 
almost nothing about- how tins 
money will be dfotribated. Even 
yeste:^y’s passage of the'jQnan- 
cial stability bills gave np hinte' 
AH we know is that a i^nnnlttee 
will be set up to share out, 
som^ow, the 13' trillion yen 
earmarked for reeapitali&ing'.the 
banks. Tboe is. a real;iisk tiiat . 
this money could be iwasted..;: 

Japan's . finay^ai sector, ten- 
not be. brought teck to.Jiea^.; 
simply by viride'sd^ tec^^ 

is that thete are ...foo'n^y'; 
bjmks. Some, are vfrihlef.'^btiii^ 
dearly 'are. nb^. and thore hs^ , 
bem yery 'Uttte' atteza^'.to dfo^- 
tittguisb between the two types:. 

The restructuring, package- 
can only help if the money is 
used in the rlght wayl' ISie (com- 
mittee must start by detenxiin- 
ing which banks are solvent. It . 
could then amsider buying : 
some of their assets. But tins 
must be made conditional on 
restructuring vtithin the .bank, 
such as by improved disclosure 
awrt a better system of-ctedlt-' 
assessment. Otherwise, the 
hanic could caiiy ou making the- - 
came m^gtalraa aS before. 

Such an approach would be. 
the best outcome. However.-the ' 
committee will be operating 


under sealous pressures. One is 
time. Japan is'hoidng to have 
•finicha fi the bulk of -the recapi- 
tahsation proi^ J^. March 3E 
In time for the calculation of tiie 
new capi^ adeiqiiacy ratios.' 

-llien -there are jM^cal pres- 
sures. The erf Flnaitce 

tiie'Bank of J^mi and the Gov- 
ernment all have differant ideas 
about restructurihg. The cete- 
iTiittee is likely to i&clu3e''i£ffim’ 
bers sympathetic to- diSetent 
fottions. A comprom^ could be 
:43ELciilt to fiiuL 
.. 'I^. CQutinnmg. brEb^ scan- 
dal. win be a. fortha^. problem. 
::-Th|s^^.?eDga^ 


0! . ■ many^' .-r -tiiOT. • re fe m 

hare hs^ thete 'pitestizesj-.^tlfo/ 

It '.to 

VO types: r 'ert.iebiapte, bfactite^'teid i^'tjte; 
package-, money :.fte.- cuii'.iiidiscrlXDdndte 

aoney -iS' Und unnn^fHnha l haiUftM .- ThUi 
Die com- .. would .Ifo.ffistetipus for' 
letenxiin- - teaucte-pf-idtenfogup.ite£iian^ 
dvent lt . - dal sector., and eco- 

lying rfp ' nmole stagtettion. 

But tins Mr Hasidmeto ooidd have pte- 
ional on dnp^ tiiese wonies by giving 
le .bank, a clter ^tement of how finan- 
Isclosinre :dal lestroctnrutf will proceed, 
if -crtelt -- It -is ^ential' that he now 
se, the -entetes fhat -the. cpnmtittee fo 
iking the- ^ven strong iterftesfam/ and as 
e. much indepebde^ as pqeiaMe 

niuld be. 'frtnn.the politician 
sver.-tlte .-tinsLpplicy.teu^-ted.ig^ 
aerating .eapanstee mirtake. ' 


EU arms 


Foreign miultery- ofR cials - firom - 
the more peacdoving SU rnCT: 
ber states will rub .thmr eyes in 
disbelief when they meet, in 
Bnissels.today. On the table isa 
dteft code .of conduct for ax^ 
exports, propoted by two mem- 
bers. the UK and France, who. 
between them e^imrt more : 
thqff the other 13. 

■Why have these two notorious, 
poachers turned gamekeeper?- 

No doubt' it has. samething.: to 
two with- last yter^ elections* 
whl^ brought left-of-cen^ pw- 
tifis to power on .botii sides of 
th& ChanneL Neither .has yet 
K»tfn in potter long enpuffo to 
forget all the promise zhade in 
opposition to non-govammentd 
organisations (NGOs) concerned 
with development, conflict pre- 

veotion and human rights. 

• Such high-minded preoccupa- 
tions wiD have found an echo in 
at least some parts of the two 
countries' defence, establish- 
ments. For active soldiers, ar^ 
sales are doubleedged. On the 
one hand, they can cement alhr 
ances. strengthen your alhes, 
and help cover tbe costs of yom 
hnmfl defence industry. On the 
other, the weapons may end up 
being used against you - espfr 
cLaUy if your country sente yoU 
into batUe far from bom^ 
which happens to Bntish ^ 
French soldiers more than m^ 

So it is not surprising, 
that tbe draft code is preceded 
by a dficlaration beginnmg w»tn 
the statement that “BU member 


states are- eqedmit^ 

. defence indnsbry’',.ar.that one erf i 
its arU^es '.te^nirte 'mteaber. 
states .to take izrfo account *the 
risk of use ' of. the. goods, con^ , 
Tpemed gainst their farces or 
tbose oftiiexr allies''. - ' 

Nor is it altogether surpristeg- 

tv>»t three, smtior retired 

(iffic0s,'ODie-of'’than a fonner ' 
^y»mTnar^^^^^t^ .of the Special Air 
.Service and .of :peacekeeping 
tnxvs in Bomla.. sho^d' wnte.. 
U> 7%e_ DaHil Telegft^, nndte 
the letterhead ah. anfriziilllifr 
rist NGO^ wanting -ttiat the 
draft code is insniCciently 
resbitiiyA 'Riey. iec^ the 
UK govtehment '.approved arms 
sales to Iraq before the Gulf 
. war, that Boropean troops 
have foeed ''mfotary. tenipment 
supplied by their- otei ^vem* 
ments In peacekeeping 
operations in Somalia, Rwanda 
and Bosnia**. 

Tbe Franco-Britlsb initiative 
is welcome, but the draft code 
should be tightened. For 
instaiKe. it should specify a 
yiiwimiim period of notice, suffi- 
cient to allow serious consulta- 
tion, which one state would 
have to give before granting an 
export licence refused by 
aiiotber. And looses, saxii as 
tbe one alloteng export of 
equipment destined for '^.e 
piotectiod of mtenbers -erf secu- 
xUy forces, from violenee’'.even 
in states with a ‘’sigriffleant and 
continuing record” of i n t e rn al 
repression, should be plugged. . 


SAUn ARABIA 


US forces 


2airaafrearriefs 

U5S George Washington: with F-1it. 
3S FM-ieC ^ 25 venous other aircraft 
US8 Endependenoe: with SO strike elmaft 
including 14 P-14, 36 F/A-18C plus 27 
venous other airctet 
2 cniisers wOi TomWiawhs 

1 assault ship 
Sdearoyers 

2 guided mssfle frigates 
2sidxnwines 

2 mim eeuniar measures ships 


Kuwait 

6 stealth figinar bombers. 13 mors 
coming 

6 Pl6s. 6 moreeemmg 
19 AID tar* busters 
Di^Gartis 
6B52S 
Sauefi Aiaba 

100 warpianas; Pi 6a and PISa 
Bahrain 

30 Pl5s and F16s (approx) 

2 B1 supersonic born b ets 
Oman 

5 anbome istiielBng tankers 
tJAE 

6 Orbome leiuelllng tankers 
Qatar 

1 squadron coming 


1 ,500 troops in Kuweit, 3,000 coming 


UK forces 


Navy 

HMS Invincible: aircraft carrier with 
7 RN Saa Harriers, 7 RAF HwnerGR7s 
with laser guided bombs 
HMS Noningham; iyw 42 destroyer 
HMS Coventry; Ttee 22 fngate 
HMS Bayleaf, refueling tartker 
HMS Fon Victoria, supply 
HMS Spertan: nuclear subm ar ine 


6 Tornado GRis; Ineslik, Turkey 
8 Tornado GRIS; Al Salim. Kuwait 
3 VC10 twilwrs; Bahrafli 
BTomado GRis; Al Kriarg, Saudi Arabia. 
aqia^Md lor raconnasance 

Peraonnal 

40 RME engineering specialists 
60 SAS soldieis 


Other forces 


ifyj Carada 

HMCS Toronto; filgale with 230 troops 
on way 

2 Herteles aircraft to refuel fighters 


110 SAS forces 
2 refualling Boeing 707s 
Medical team and facilities 


Living with the wolf 

David Gardner argues that US hostility towards Iraq is leading 
to confrontation with the whole Arab world 

O n the eve of the biolt^cal weapons further gal- ruthless and ruinous ei^t-year new heave against sanctions will near Kuwait in 1994, after whi 
Gulf war. tbe t he n vanised the combination of inter- war against Iran in 1980. All in widen the scope of UN conces- Iraq was warned that, if 
United Nations sec- national and Arab forces to evict aU, the Iraqi leader appears to sions, deepen divisions in the deployed forces in specie 
retary general, Mr Saddam. have concluded that the US and Security Council, and enlarge areas, they would be attacked. 

Javier POrez de Flush with victory, tbe US in its allies are unable to force him nublic awareness of the nrostra- The main difficultv with ti 


O n the eve of the 
Gulf war, tbe then 
United Nations sec- 
retary general, 
Javier POrez de 
- Cudllar, flew to Baghdad in a 
tihal and failed attempt at diplo- 
- macy. Unless his succester, K(£ 

. Annan, . nan puU oB a diplcmiatic 
miracle now, the US Is likely to 
decide within a few days that the 
chancte of persuading Saddam 
Hussein to yield up his deadly 
artenal to UN inspection have 
evaporated! The . biggest air and 
naval armada'since the 1991 war 
is poised to strike. 

Is this the eniteame for Saddam 
Hussein? Or is it just another, 
forseeably bloody round In the 
coEttest between the ftaqi dictator 
and an- -mtomafiimai community 
divided over how to contain him? 
If It is the latter, then the US 
needs to pay special attention to 
tbe regicoi. not Just to Iraq. This 
is because the divisions about 
how to contain Mr .SarfriaTn are 
nowhere more marked than 
among Arab leaders feartbl of a 
pcqpular backlash if bombing goes 
^abead. 

*r ’Virtually all goverxiinehts, in' 
and outside the Middle East, 
agree that Mr Saddam is a men- 
ace, to bis people and tns nei^- 
bours. Internatioual pabhe win- 
ion, moreover, has been invited 
-. to teod^ the flesh-creeping pos- . 
v-sibil^ of auleide attackers 
c-reieteing f^yfrw , such as wnthrar 
and botu^um, in westeni cities, 

pprtiapa WTing thousands. 

Perplexingly, however, Bag- 
dad's brutal military regime is 
not as isolated as - on the face of 
it- one would imagine. Rather, it 
is the US that stands almost 
alone, with, only the UE prepared 
to provide substantial military 
hadanglbr a renewed assault on 
Iraq. The difference between 
Arab .opinion now and in the 
eariy 1990s reveals an alarming 
loss of confidoice in US policy 
throughout the Bliddle East 
In the. 1990-91 Gulf crisis, Mr 
te^'dam, by invading Kuwait, fur^ 
nteiiflri his many enemies with a 
textbook violation of interna- 
tional law and Arab solidteity. 
Iraq's threat to- use chemical and 


hiolf^cal weapons further gal- 
vanised the combination of inter- 
national and Arab forces to evict 
Mr Ra44^^Tn 

Flush with victory, tbe US in 
October 1991 launched the “land- 
for-peace” process intended to 
settle tbe Arab-Israeli conflict 
and establish a PaarATRerteaoa in 
the Middle East, while isolating 
‘rtigue” states like Iraq and Iran. 
As recently as March 1996, Wash- 
ingtem was able to assemble lead- 
ers from W countries. 14 of them 
Arab, at Sharm el-Sheikb in 
Egypt to stage a show of unity 
against terrorist threats to the 
peace process. 

But since then, and follcrwing 
the electLcm of Beruamin Netan- 
yahu in Israel, the US has pre- 
sided over the virtual collapse of 
the peace process, unable or 
unwilliiig to hold its Israeli ally 
to its international commitments. 

The post -Gulf war consensus 
has been shattered. Arab coun- 
tries are frustrated by what they 
see as Washington’s lack of even- 
handedness in the peace process. 
European ones are irritated by 
US insistence on "dual contaiu- 
mtet" of Iran along with Iraq - a 
policy that has blurred tbe dis- 
tinction between UN sanctions 
(on Iraq) and US sanctions on 
Iran, which Washmgton wants to 
extend to allies doing business 
with Tehran. 

As Zbigniew BrzeziDski, 
national security adviser under 
President Jimmy Carter, put it 
after last November’s stand-off 
with Iraq: “Our policy of dual 
containment to isolate two coun- 
tries has been a gmaghlyig suc- 
cess . . . the only problem is that 
the two countries are the United 
States and IsraeL” 

America’s Arab friends under- 
lined this in November by boy- 
cotting a US-sponsored Arab-Is- 
raeli economic summit meant to 
tmdopin the peace process. They 
turned up ingtaari a month later 
to an Taiamia .aiirnTnit in Tehran, 
in spite of fears many of them 
harbour about Iran's designs on 
the region. 

Mr Saddam's deputy was also 
welcomed at the Tehran summit, 
even though Iraq had launched a 


ruthless and ruinous ei^t-year 
war against Iran in 1980. All in 
aU, the Iraqi leader appears to 
have concluded that the US and 
its allies are unable to force him 
to comply with the UN inspection 
mission (Unscom). cbaiged with 
discovering and destroying Iraq's 
weapons of mass destruction. 

steior Arab officials who have 
had recent contact with Mr Sad- 
dam say be senses the tide of 
Arab and Islamic sentiment has 
become sharply anti-American 
and is moving in his favour. 
Moreover, he has seen how his 
rival Iran has broken out of Isola- 
tion. and how his challenge to 
the UN last November has at 
least brou^t the seven year-old 
embargo on Iraq back on the UN 
agenda. Russia. France and 
China among the permanent 
members of the Security (^uncU 
have distanced themselves on 
this issue from the US and UR. 


W hat is certain is 
that within the 
Middle East, 
even pro-Ameri- 
can leaders fear 
that a new bombardment of Iraq 
will shake the ground beneath 
their feet, uniftashing possibly 
uncontrollable fuiy among their 
citizens and failing extremism. 
They are desperate for Mr Annan 
to succeed. 

Hosni Mubarak, Egypt's presi- 
dent, told the FT this week: "We 
are goii% to foce a hell of a prob- 
lem” if the air strikes go ahead. 
The point, he said, "is not what 
heads of state think_ The point is 
wbat public (pinion in our coun- 
tries thinks. You will not find 
one [Arab] leader who win say 
publicly: ‘We support tbe air 
strikes’.” 

In Saudi Arabia, the other 
lyndi-pin of Washington’s Arab 
alliance and launch-pad for the 
Gulf war, *the Saudis are teiri- 
fied of the reaction of their 
people,” according to one senior 
Arab official. Riyadh has made 
dear it will not allow the US to 
use its bases In the kingdom to 
strike against Iraq. 

In tV|is co ntext, Idr has 

some reason to feel that each 


new heave against sanctions will 
widen the scope of UN conces- 
sions, deepen divisions In the 
Security Council, and enlarge 
public awareness of the prostra- 
tion of his people. 

At tbe same time, there is still 
confusion as to exactly what air 
strikes can accomplish. The aim, 
according to President Bill Clin- 
ton, is to "substantially reduce or 
delay" Iraq's development of 
weapons of mass destruction. Yet 
bombing has been less effective 
than Unscom inspectors in 
destroying weapons, while Mr 
Saddam emerged stronger after 
air attacks in 1993 and 1996. 

Moreover, the Iraqi dictator 
only signed the 1991 capitulation 
which allowed in Unscom 
because there was a huge army 
on the ground poised to march on 
Baghdad. There Is no such pros- 
pect now. and neither Washing- 
ton nor London has convincingly 
explained bow air strikes can 
destroy these weapons. However 
"smart” tbe bomb, the current 
confrontation came about pre- 
cisely because Iraq had success- 
fully concealed its arsenal And 
two alternative responses appear 
not be imder consideration. 

The first is to try to brh^ down 
Mr Sarirtayn ShoTt Of a fluke or a 
silver bullet frum tbe sky, this 
would require ground troops to 
have any possibility of success. 
Instead, senior US and UK offi- 
cials have spoken of trying to 
undermine the Saddam regime 
by hitting its military support 
and infrastructure, such as the 
elite Republican Guard units. 
Arab governments have warned 
Washington, however, that any 
successor to the Iraqi dictator is 
likely to emerge from within the 
military, and could prove more 
dangerous and vengeful 

A second, more conceivable 
approach would be deterrence, 
anaJagous to the cold war’s bal- 
ance of nuclear terror. This ver- 
sion of mutually-assured destruc- 
tion (MAD) implies Iraq’s 
annihilation if it attacks a ne)^- 
bour with non-conventlonal 
weapons. A conventional version 
of deterrence has been in place 
since the last Iraqi troop build-up 


near Kuwait in 1994, after which 
Iraq was warned that, if it 
deployed forces in specified 
areas, they would be attacked. 

The mflin difficulty with this 
approach is that Mr Saddam - 
who has already used chemical 
weapons against the Kurds and 
against Iran - may not under- 
stand the MAD rules. Politically, 
the calculation of the region's 
balance of forces would also tugb- 
light Israel’s possession of an 
unacknowledged stockpile of 
nuclear weapons. 

That leaves Mr Annan's diplo- 
matic skills, which he is expected 
to deploy this week. He will nted 
to have secured some margiu of 
flexibility from the Security 
Council to take with him. Possi- 
bly this would oblige Iraq to com- 
mit itself to unfettered inspec- 
tions for a specified period, after 
which the UN would review 
whether to lift sanctions. But 
until DOW. there has been noth- 
ing to suggest that Mr Saddam is 
willing to ^ve up the last of bis 
weapons, whidi are part of tbe 
mystique of bis power. And 
Washington has set Its face 
against any time limit to inspec- 
tions. 

All the same, the US would be 
unwise to ignore tbe ugly mood 
of the region. Eloquent of this is 
a bedouin tale that Crown Prince 
Abdullah, heir to the throne and 
de facto ruler of Saudi Arabia, is 
said to have told Madeleine 
Albright, tbe US secretary of 
state, when she was touring the 
Middle East trying to drum up 
support against Iraq. 

A livestock owner, he related, 
whose flock was loteig a lamb 
every three or four days to a 
wolf, was persuaded to buy 20 
fierce guard-dogs to keep the 
predator at bay. But then he 
found he had to slaughter three 
or four lambs every day to feed 
the guard-dogs. Pausing for efEbct 
the Crown Prince is then sup- 
posed to have gone one: "At that 
point the owner of the flock 
decided to get rid of the guard- 
d(^ and co-exist with the wolf, 
as that was the least costly, and 
perhaps the less dangerous 
course." 
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,m(terfoftliem'tetetei»riteiiltely 
.ketei.toflfftet ittelf mto the. 
ixDieti^ Trtgiw now... . 
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-p.i'Se Britirii go v tenmait's . 

. diarin. offienaive'ni Europe 
' iChtttt8!i& to dteanpeaf dom.tiie 
i.Brustels phig'iiGte-^ Hdations 
rbetitete chancellor Goadon 
"6n»m and fiorteetei monetary 
''affofrs CQimiBsricuitf . 
YtefrThibaiift de Siiguy aeon as 

Yesteteay, .rimn^raugh^md 
vutercBpioi^^ 
itbtic' it upofrhiniiteif to bar de 

netra conference 
'.ihat traditltete^ 
meetings of EUJBiiance .. 
-zninistera. said Brown 

‘ wtoited toOlauiaR tite glo^ 

Ite coiip in pmteiading Mi^^ 
Gamdessds^ znan^^ng director 
of fhe foterteitioEud Mteietary 
Fund, to attend Brussels 

. meettogon Euitete's reaponse to 
the Asian financfol-ctisis. • 

.But insidarssniQiect that 
Brown’s'tetions were also a 
payback fcrf deSlteny’s teurnng 
in London last weA that Britain 
would hate.to.T9ioto.the. . 

tenhang a mftffhawlBTn if ■It 

wanted to to ecoxKimie and 
monetary tmion-^ a position the 
new Laixxif ;gpyenimtet r^ectSi. 

' So whfle ^Gordon” and 

coted at each other, de 
SUguy Iti^ied his 'heels m tbe 
.cbrrldtte, Brownis already' 


broodhag over whether to take 
Brnssels.money to help promote 
tbe stogie currency in Britain. 
The two men bad better have a 
cosy dinner > soon. 


Hold the line 

■ Observer hears timt an 
unbuggable telqihone line is 
befog set up between 
Washington and Beijing so that 
Jiang Zemin - the first rihinft«> 
preisideit since the 1949 
communist revolution to speak 
more than a modicum of EogUsb 
- can talk directly to President 
Bin Clinton, and maybe even 
head off tbe occasional crisis. 

Diplomats say it’s a sign of 
warmer relations between (Thfria 
and. the US, a far cry fimn the 
days when the red telephones in 
the Kremlin and the White 
House were potent symbols of 
tbe Cold War. It sounds as if the 
image of the telephone hotline is 
getting a makeover. 


Fruit cup 

■ Yugoslavia’s image as a 
Balkan banana republic has 
been given a ftirther boost by. 
the latest accolade confuted on 
PresideDt Slobodan Milasevic. 
The state-nm Pweede fruit 
processing and distilling 
enterprise is givii^ him its 
Golden Fruits diploma for his 
"exertional dontributioD to tbe 


promotiiw of fruitgrowing” 
during the international 
economic blockade of Belgrade. 

It is not clear whether 
Milosevic tell receive his 
diploma in publia For months 
be has hardly moved outside the 
high wails Of his new 
fortress-like residence, which 
was Tito’s home until his death 
fo l9Sa Outside, blue-unifotmed 
towards selected for their 
exceptional height and with 
fixed bayonets, march up and 
down 21 hours a day. 

The Gtdden Fruits award will 
be appreciated less in the 
souibern city of Nis where thme 
has been criticism of lax safety 
In^ieetion standards of a 
populv fruit protfoct - fosouodi, 
a grape brandy. A dozen people 
have died during tbe past month 
after downing tbe tenter tipple, 
wlticb :'a local producer bad 
fortified with methanol 


Coj^s house 

■ Her Majesty's man in Hanoi, 
David Fall has just moved into 
the new British embassy 
residence after a restcffation job 
on tbe exquisite, 1930s art deco 
villa. As he and his wife 
Gwendolyn host the nffirfai 
op^ng tonl^, theyn be privy 
to a secret of equally exquisite 
delicacy. The pad. it turns out, 
once served as a hi^-class 
brothel for senior French 
colonial civil servants. 


100 years ago 

The Channel Tunnel Fiasco 
A new development is 
announced r^sardfog that 
interesting undertakfog 
known as the Channel Tunnel 
Company. It is not, however, 
the bed aS tbe Channel but 
the shares of the Company 
which the Directors propose 
to split at present. It is stated 
that a meeting will be held on 
the 17th insL to confirm the 
resolution passed at an 
extraendinary general 
meeting that all frilly paid 
shares bHaM be subdivided 
into four or five shares. The 
shares of this erstwhile 
grandiose Company are 
consequently to be reduced to 
the finan cial level of a 
low-class mining proposition. 

50 years ago 

Sixty Years Of The FT 
To-day tbe Financial Times 
celebrates its Diamond 
JubUee. Profound changes 
have ocemred in Britain's 
economic portion in the past 
60 years. ^ the standards of 
earlier special issues, at the 
paper's ffith and 50tb 
milestones, to-tey’s is brief, 
austere and unembellished. 
But tbe discipline of 
newsprint lin^tioo. of which 
the paper’s founders never 
dremned in 1898, is severe In 
February 1948. 
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More top banks named 
in Japan bribe scandal 


By Ginian Tett in Tokyo 

Frosecutom yesterday accused 
two of Japan's bluest banks of 
corporate corruption in a wid- 
ening financial scandal tbat 
has now hit seven of tbe coun- 
try’s top 20 banks. 

Sumitomo and the Bank of 
Tokyo Mitsubishi, one of 
Japan's largest and healthiest 
banks, were accused of bribing 
finance minlsuy officials with 
lavish entertainment. 

The accusations came as 
parliament passed legislation 
permitting injection of up to 
YSO.OOObn ($339bn) of public 
fun^ into die troubled finan- 
cial sector. Tbe new charges 
threatened to complicate tbe 
government's plans as officials 
fear helping banks caught in a 
scandal may provoke protest 
Separately, the Long Term 
Credit Bank of Japan broke 
with corporate tradition to 
become the fi^ financial com- 
psmy in Japan to slash the size 
of Its board. It will also cut its 
labour force by 20 per cent 
over tbe next two years. 

In a speech to parliament 

GM chief to 
check Saab 
recovery plan 

Continued from Page 1 

cited continued losses at Saab 
as a factor behind a sharp 
decline in profits in GM's 
European division, which fell 
from $99m to $31m in t997. 

Although Saab would not 
comment in detail on Mr 
Smith's visit, officials said he 
would be “updated" on the 
probable timetable for return- 
ing to profit and the maiketix^ 
strata^ for tbe new vehicles. 

Over tbe next year GM must 
also decide w'taether to take 
control of Saab by acquiring 
the remaining 50 per cent held 
by Investor. 

Under a put and call agree- 
ment with Investor. GM has an 
option to acquire the company 
outright in 1999. Even if the 
US group does not exercise 
that option, it is obliged to 
acquire half of Investor's stake 
- if it decides to sell. Investor 
declined to say ff it would be 
meeting Mr Smith this week. 

Industry analysts predicted 
GM would buy out Investor. 
Lothar Lubinetzki. European 
automotive analyst at Skan- 
dinaviska Enskilda Banken. 
the financial flagship of tbe 
Wallenbeig empire, said: "For 
the Wallenbergs, Siutb is not a 
very good performer and there 
is no reason for them to retain 
their stake when they are 
looking for faster growth 
stocks." 

John Lawson at Salomon 
Smith Barney said Saab could 
take advanU^ of GM's compo- 
nents and di^bution network 
to ensure survival in a rapidly 
consolidating sector. 

Lex, page 16 


yesterday outlining his policy 
priorities. Kyutaro Hashimoto. 
the prime minister, said be 
was committed to fiscal and 
economic reform - but his 
address failed to move the 
markets. The Nikkei share 
index closed down is.48 points 

at 16.775.2. 

The ui^ker house's endorse- 
ment of banking legislation 

H a sMmoto refonns~_>.~Page 6 

Leadtf, Observer ..„,Page 15 

....Page 16 

LTC8 board shaheH 9 „....Page 17 

envisages Y17.000bn being 
used to expand protection for 
depositors in the event of bank 
faUore. The other Yl3.000bn 
w^d be used to buy banks' 
preference shares to boost 
their capital bases. 

Government officials hope 
the preference shares will be 
issued next month to ensure 
banks can meet mtemational 
capital adequacy standards 
before they report their results 
at the end of the financial >’ear 
on March 31. 


Some banks, such as Sanwa. 
have indicated they may be 
reluctant to apply for public 
funds if iheir officials are con- 
victed of corruption. Sanwa, 
Asohi, Hokkaido Takushoku 
and Dai'lchi Kangyo Bank 
were named by prosecutors 
last month in an aU^ed scan- 
dal involving officials of a 
state highways agency. 

The allegations emerged 
with the arrests of highways 
agency officials on charges 
tfaat they had been lavishly 
entertained b>* Nomura Securi- 
ties. Last week tbe Industrial 
Bank of Japan was implicated 
in tbe eaine matter. 

Two finance ministry offi- 
cials have since been arrested 
on allegations they received 
bribes from banks keen to 
extract details of forthcoming 
inspections. Prosecutors yes- 
ter^y issued new warrants for 
the same officials, claiming 
they had received bribes from 
Sumitomo and Bank of Tokyo 
Mitsubishi. 

The banks said they Regret- 
ted'' the sitnatioD and would 
cooperate with prosecutors. 


Yeltsin backs off 
hints of purge in 
address to nation 


By Chrystia Freeland 
in Moscow 

President Boris Yeltsin 
yesterday promised not to sack 
j any of his ministers when he 
I delivers today’s state of the 
I nation addre^. in a further 
I sign that Russia’s market 
I reformers may be edging hack 
into his favour. 

Mr Yeltsin had previously 
hinted he might use his speech 
to announce cabinet changes, 
prompting speculation that the 
scandal-tainted reform team 
might be purged. 

He said yesterday, however, 
that while he would discuss 
tbe government's perfonnance. 
heads would not roll. As the 
president put It, in a snatch of 
conversation broadcast on 
Russian television, he would 
offer “analysis, but without 
consequences". 

His assurance is likely to 
cheer foreign investors who, 
since the outbreak of the 
Asian crisis, have been taking 
a gloomier view of Russia, 
pushing down equity prices 
and lifting debt prices. 

The central bank offered 
more good news, announcing 
it would lower its key refinanc- 
ing rate today to 39 per cent 
Earlier this month, the central 
bank was forced to raise it to 
42 per cent in an effort to 
defend tbe rouble. 

Russian authorities are hop- 
ing tbe slight rate decrease 
will add to the confidence of 
foreign investors wbo. over tbe 
past 10 days, have been gradu- 


ally retinuing to the market. 

The Kremlin is counting on 
good news also ftom Michel 
Camdessus, managing director 
of the International Monetary 
Fund, who arrives in Moscow 
today. Tbe authorities hope he 
will announre a new disborse- 
ment of the IMFs three-year 
SlObn loan to Russia and 
bestow the fund’s seal of 
approval on Moscow's eco- 
nomic policies. 

But ^ eyes are likeiy to be 
on Mr Yeltsin, today, after the 
rekindling of worries about his 
health foUcrvring a shaky per- 
formance during a visit to 
Italy. His speech, to be deliv- 
ered before both bouses of par- 
liament, has been trimmed to a 
brief 30 minutes and wlH be 
closely watched for signs of 
physical frailty. 

Mr Yeltsin's performance is 
also expected to offer 'valuable 
hints as to wbo is winning tbe ' 
unending rivalry between 
Kre mlin factions. One of the 
main conflicts is between the 
Kremlin administration, which 
is close to tbe Yeltsin family 
and to financier Boris Berraov- 
sky, and tbe cabinet reform 
team beaded by first deputy 
prime ministCTs Anatoly Chu- 
bais and Boris Nemtso\’. 

The Kremlin admluistration 
believed to be in charge of 
writing today's speech, sug- 
gesting it might contain 
unpleasant surprises for the 
reform team. But an adviser 
close to Mr Chubais said he 
bad managed to neutralise the 
fiercest attacks. 


Scientists 
link poor 
dental 
health to 
heart risks 


By Vanessa Hoiikfer 
in RiBadelplila 

Good dental hygiene may help 
prevent heart attacks, accord- 
ing to a groqp of US scientists. 

Evidence revealed yesterday 
at tbe American Assodation 
for the Advancemenf of Sci- 
ence suggests that bacteria 
found in denial plaqne and 
diseased gnins causes blood 
clots that trigger heart 
attacks. 

Bleeding associated with 
gam disease gl'ves the clot- 
Indncing bacteria in the 
month a to enter the 

bloodstream. 

“Severe periodontitis [gnm 
disease] is the eqnlvalent of 
nine square indies of chronic 
wound aroimd the teeth," said 
Mark Herzberg, professor of 
preventative sciences at the 
University <d ItDiiaesota. 

“It offers considerable 
opportunity over time for 
these bacteria to enter the 
blood." 

The Univasity of IttlnneMta 
sctentists believe Uieir study - 
based on rabbits - provides 
the first evidence ifairing bac- 
teria to the tormation of bk)od 
clots, the direct canse of most 
heart attacks. 

Their work adds to stndies 
' that have linked bacterial 
infections to the bnild-ap of 
deposits in coronary art^es. 
and. separately, sn^estedthat 
poor dental health is a risk 
factor in heart disease. 

Dr Heraberg said altfaongfa 
sdentists knew a lot abont the 
risk factors for heart attacks, 
such as high cholesterol lev- 
els. ladc of exercise and smok- 
ing, it bad not been cleur what 
actually canses them. 

“Bat our date suggests that 
two different 'bogs’ o»y trig- 
ger the formation of blood 
platelet clots, which is tbe 
actoal artery-blocking event.'’ 
The researchers Infused a 
bacteria called sereptoaxxus 
sanguis, found in dental 
plaque, into rabbits. They 
fbnito most of these bacteria 
produced a protein that 
caused the blo^ platelets to 
clnmp together, mhnlding an 
early stage in the develo p me n t 
of clots. 

After the infttsfam, the rab- 
bits were found to have abn^ 
mal results on electrocardio- 
grams. which ' monitor tbe 
activity of ffie beait, snggesfr 
ing tbe platelet clots bad 
formed in the coronary 
arteries. 

The researchers estimated 
that abont 60 per cent of the 
str^tooooais sanguis In 
the fannian month prodnce the 
protein that canses blood 
tdatelets to clnmp togeffier. 

Bnt they said more woris 
was needed to find dot if the 
same dUease mechanisms 
applied in hnmgnfi as hi rab- 
bits. 

Computers take pain, Page 8 
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Europe today 

Scandinavia will be cold with 
sunny spells and snow flumes but 
thicker doud will bring more v/ide- 
spread rain and snow to western 
Norway and northern Sweden. 
Western Russia and the Bdtic 
states will also remain cold with 
snow showers. Central <md west- 
ern Europe wiH be mild with show- 
ers In the north but it will be 
brighter and drier further south. 
Most of the Mediterranean win 
remain fine and dry with sunny 
spells, except where early nroming 
fog Urrgers across northern Italy. 
Turkey and the Black Sea will 
become colder with heavy rain. 

Five-day forecast 

Much of eastern Europe will 
become cold with srrow showers 
but will turn bri^tter and drier. 
Scandinavia will remain unsettled 
and breezy with further ram and 
snow flurries. Mea/rwhlle. western 
Europe will remain mild. The 
Mediterranean wiH stay fine and 
dry. apart from showers over the 
Iberian Peninsula. 
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Is GeiMgal Mbtdis aboiffi to sit cm 
Saab? The US co^ certaiidy 
be forgivBn a degree of impetiencR. 

After aD, ffie low volnme Swedish' 
manflfiicturg - dw&ed jcnziUy with 
Investor, the main Wallenberg hold- 
ing compaiiy rim bf Percy Barnevik . ; 

- continaes to accimulate losses 
and Is largely responsfole fisr-iiiDdr 
recent results .at GM Enic^ It is 
hard to see wh^GATs sfaai^ldezs 
Win 

their' glhh limesliiw BL: • . \v , 

•Whether 

to buy ont' atWEhiloa^A jffiaM 'in : 
or ^j^ly acqdaS(^.)is 
efrardring'a ip pa debt 
on. it, tbs’ eb n ^pany .ItpediS'lfkw to'.'. 


end ^.Itold^ mofS dr'Baah uian' r ' A' 
at j re s e ti ti ;B&-&ntevik, after iH ■ 

heg fRa fr.3 CT |i g i. iiBrtrfar J-^ 

performing: iiidti$hia> hnSiaesses.. ' ' 
have'iwpl^-tothaiztiio^aSpi^^ . 
lio. It is nw^iiiely fo b6 aMe .to.deSl- 
die stake to anyone otbac'tfl^ GVif, ail 'ItS: 
and floating a bnstoess-tiiat is^lbl^, ' 
wuflfihg even under C^s Baoage^ - 
td^ls a nos-staiter.. . i 

Saah's miion d'itrt as ah aSeift^*' 
tive to the bhiiB-hIooded;^hrffi^ 
manufecturers is tooh^tive.'hirr/'' 
thennare, v<dvo. wiffifte daf^i^.* UUI' 
utatton. is eticroedhiiigi^ on us. -larg. . 
Swedish rivaTa "flccUioro with more cal Obn 
tq»iuDdsebinDCkd&.'Abfi.fi8W.inode^ 
from Jagnaf,. Rovef aiid Atiffi 'are. 
likely to ke^ sqn^d^ftg-Saab h^id, tO'B^ 
toa Blx^idiake.^ fibe "" 
the hDR)S'itifl.'.dei!l^^^dly hicicapo: «... 
rate Saab into iii-oins jfiatfcahl ^ ' 'chiuige 
ccnpcawfntl.^veilioibne^'b^^ kite. . 
its investmani xiake wiftterln^ on : - 
the vine. 

Japan 

I . Should inVestoA winry about the - become 
I coiTuption scandal swizitng aronnd obtnpati 
Japan's all-ppwerfnl. Afiidstry the 
Floanee? Eridsaids ..o£ 3^ sesvie^ vohll 
corruption , is hard^ yoiU’ nstiaL -. 
investor Stte Biii 'thsn MtiF Hi htit 
year every dayjnstitnttoiL Add If is ' 
also Jsriticdjlly ' iuvidved in. iispea?a-, 


tng^toikv^the triktuid.edoiiua^’'.' 

and ■ i ^rir nia i^ ig -A aMfcly ' ■ 

sector. UDreoei^.^iii|.dhlo rs^pabsf-- 
ble tor Bs^ 

toaik^ dereguhriitm to A]jBti^ 
Clearly it would be no thing 
tor MOF to be bxon^t down a peg 
or two. It must beer heavy reSiMm^ 

I bility for the mess the e eun o iiiy is 
, in, tor the weak state 
banks. Its dffigiate habits also 
remain a real obstacle to introdne- 
ing greato^ ccaopetltion into Japa- 
nese markets. Short teiin. however, 
there is a concern that paralysis in 
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»ate plays part 
in Finnish merger 

The impending tifi-up between Fin^ 

poups Imatran Voima (TVO) and Neste has 
been ^ephea^ by the govttianent. The.state 

holds stakes of 95.6 per cent in IV6 and 83 ser 
crat in N^. which was part-privatised in 1995 
With combined annual sales of FM55 An ($iobn) 
and a market capitalisation of about FM2Sbn, 
the groiip will be one of Finland’s laigest indus^ 
caams. Overlap between the businesses 
B limited . Neste's main -operations are n» r oftn. 
mg, natural gas -distiibutioii r»tiair>i/»gTB- 

IVO's prime focus is power generatioa. is 

Australian bank shai^ Ml 
niiiti liti nii Australian bank shares 

tumbled yeBtenJayaftff 
Sector '' •v.'V.'. V.! Staoidard & Po^s, the 

woo US credit rating 

®8ency, downgraded its 
' I \ J\ ' ' " * ratiaffontlookonANZ 

.. asoo VrW^'tV:'~'.'"4. BanMag Group from . 
^ stable to native.. The 
r'Wv' ae«<!y wamedthat-liie 
5,3 o6>’’t-‘ ’ f' group’s exposure to 

Jep 1|Me. ; ^ ' higher-rifik Asian mar . 

eMMfEjMMwni^ v kets. could weaken Its 

assent quality and prof- 
its over the short to medium teroi. The dbwn- 
gradii^ is the latest devel^ment to a&ct inves- 
tor penseptiODS of Australia^ banking sectOT,' - 
until recently a star maiketperfoom^ Page 22 

Algar loofca fdr talecoma chance 

As tbe privatisation of Brazil’s vast 
network gathers pace, the Algar group is rom- 
peting with some of the biggest nampg jq ^pbal 
telecoms for a sluure of Biaril’s fast-growing cel- 
lular maricet. It hopes to be one of four compa- 
nies that will replace- the 28 public sector utili- 
ties offering Srod teleptumy. Page 21 


Brazil awards Telebras sale mandate 

Morgan Stanley and Salomon Brothers win after proposing lowest fees 


By Qo off D)wand 

WBftamLevrisin SSo'Patdo 

Morgan and Salomon 

Brothers have won the ' man- 
date .to. adviM the Brarilian 
government oh the sale of 
Telebr&s,. the telecoms 
operator, whidh is. exproted 
to - be worih' 'more' than 
$20hn.- 

The unusually low fee in the 
winning bid - at 0.07 per cent 
of the value of .the is^ - 

nwderMTipH Hip ■ COlupe- 

tition among lading m'vest- 


ment hanks to win privatisa- 
tion TpppriatPfi in Brazil and 
other emerging markets. 

A consortium including 
J.P. Morgan and Goldman 
Sachs was disqualified by tbe 
government for having insuffi- 
cient Portuguese speakers on 
its team, according to bankers. 

The Brazilian government 
intends to break up TelebrSs's 
flT^jinp ceDnlv and interaa- 
tional bnsinesses into 13 com- 
panie which will be sold to 
industry bidders in June and 
July. Analysts believe the 


asset sales could raise S20bn- 
$30bn. making it easily the big- 
gest privatisation in Latin 
America. 

The huge growth potential of 
the industry in Brazil, which 
still has a relatively low level 
of telephone usage, is likely 
to attract most of the 
iBsriing intmnational telecoms 
operators to the 
privatisation. 

Morgan Stanley and Salo- 
mon Brothers won the man- 
date after proposing the lowest 
remuneration margin amongst 


the three bidders of 0.07 per 
cent, against the ceiling set by 
the government of 0.25 per 
cent 

A consortium including .Mer- 
rill Lynch, N.M. Rothschild. 
CSFB and .ABN Amro came 
second after scoring highest on 
the technieai merit of their 
proposal, but with a remunera- 
tion margin of 0.1 per 
cent 

The other consortium 
included Eleinwori Benson. 
Lehman Brothers and Deut- 
sche Morgan Grenfell. 


'The result of the contest pro- 
vides ftirther proof of the will- 
ingness of international invest- 
ment banks to accept 
extremely low margins in 
order to establish a business in 
Brazil. 

Bankers said rivals w-ere los- 
ing money on some privatisa- 
tion mandates in order to 
establish a reputation in the 
market and to build client rela- 
tionships with tbe new private 
sector companies. 

The intense competition has 
prompted some banks to 


rethink their investment plans 
in Brazil. 

Last week, TNG Barings 
announced it was closing its 
Latin American equity sales 
and trading operation and 
HSBC James Capel, the stock- 
broking arm of the UK bank- 
ing group, is considering clos- 
ing its equity trading business 
in Brazil. 

“It is a totally irrational situ- 
ation," said Bernardo Parnes, 
managing director of invest- 
ment hanking at Merrill Ljmch 
in Sao Paula 
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LTCB to cut 
22 directors 
from its board 


.Hie way th^ were: BT dtainuan Sir lain Vallance (l^X Telefihdca chairman Juan ^^IlaloDga, and MCI chief Bert Roberts 
cdeinr^ lari ye^s deiri in Madrid. AUkely n^ Ime-np is beiiig described as *the final hand in a big-numbers poker game’. 

Telefonica moves toward US allies 


By Tm Bums In Madrid and 
AIro ta.LoiKion 

Telefdsdca'.^ is tomorrow 
coqreGt^ to: name MCI-Wmrid- 
file Ids’ as hs hew stto: 
te^ patter the 

e^Hapse ofCoiicml, which had 
linked the SQmidsh t^ecominu- 
nicatioiis graiqi with British 
•TeteGoammiicatioas and MCL 
- . The -dedsidai. which win be • 
taken hy a special board meet- 
tng|. is . being described by 
iodiistty sources in Madrid as 
*iihe fhtai hand in a big-num- 
ben pobri' game”. 

Late lari wedt It. emari^ 
fiiat-BT iutended imflaterally 
to . abandon plans to ally itself 
wtOi.Telefdnica and was plan- 
ning to compete dfrectly wiffi. 
the- Spenirik ope ra tm- in Spain 
its local.'snbsidiary 
BT-Telecomunicaciones and 
its iiiobfle v art ur e AirteL 

However . Jnan Villalonga, 


Spanish group likely to 
link with MCI-WorldCom 


clurirman of Telefbhica. was 
sttn insistiiig all options were 
open, including a link-up with 
BT. "VUlaloi^ and [BT chief 
excepti v e. Sir Peter] Bonfirid 
have still to show their 
hands,” said industry officials. 

Telefdniea’s dilemma is a 
consequence of lari year’s col- 
lapse of Concert, which it had 
jedned after withdrawing from 
Unlsource, a Enropera alli- 
ance of telecoms opri'ators 
from the Netherlands, Swedm 
and Swtteerland. 

At stake for both World- 
Com-MCZ and BT is the oppor- 
tunity to partner the domi- 
nant Spanish <gierator in the 
fast-growing Latin American 
market, where Telefdnica 


owns frauchises and Is the big- 
gest totemational operator. 

Under the Concert arrange- 
ment, Telefdnica would have 
managed a pan-American joint 
ventnre with MCI, Joining the 
US carrier as major share- 
holder in Avantel, Mexico's 
loi^-distance carrier. 

Uncertainty over Telefdn- 
ica’g alliance arrangements 
pushed its shares down 1 per 
cent yesterday in Madrid. 

Telefdnica officially declined 
to comment on reports that 
BT had, in effect, sevmd rela- 
tions and would now apply for 
the third Spanish fl:Ud-line 
and mobile telephone licences. 

Since MCI dropped its S24bn 
plan to merge with BT and 


instead allied itself with 
WorldCom, Mr Villalonga has 
been under pressure from the 
former Concert partners. How- 
ever. while the US operators, 
with their eye on the Latin 
American market, were under- 
stood to be **wooing" Telrt'do- 
ica’s chairman, BT was 
**threatening” to enter the 
Spanish operator’s bai^yard. 

Mr VQlalonga is tbougdit to 
beJieve that BTs position is 
not as strong as it looks 
because the UK operator has 
more to gain from partueriug 
Telefdnica in Latin America 
than from competing with 
other European telecom 
groups in the far smaller 
Spanish market 

He is convinced that in the 
run-up to telecom privatisa- 
tions in Brazil, scheduled for 
May, he holds a strong hand. 

Same old number. Page 14 


By Gillian Tett in Tokyo 

The Lo^ Term Credit Bank of 
Japan is to defy traditioo by 
becoming the first Japanese 
financial company to slash tbe 
size of its board of directors. 

The bank yesterday 
announced plans to cut its 
board from 28 to six in April, 
to speed up decision-making 
and as of a broader 
restructuring plan. 

LTCB said it also planned to 
cut its staff by 20 per cent to 
2B00 over the next two years, 
partly by moving them into 
new joint ventures. It is to 
close a large part of its over- 
seas offices, including its secu- 
rities operations in London 
and Switzerland, and stream- 
line its domestic banking 
operations. 

Taken together, these moves 
will cut costs by 25 cent to 
YTObn f$558.3m) in the next 
two years at a parent level, the 
bank said. 

Cutting the number of direc- 
tors marks a radical break 
with tbe traditional corporate 
practice in Japan. Analysts 
forecast that other financial 
companies would soon copy 
LTCB’s move, as a result of 
the growing pressures from 
the impending “Big Bang" 
deregulation. 

Japanese companies have 
hitherto maintain ed dozens of 
directors on their boards. Most 
companies have at least 30. 

These huge boards have 
developed partly because of 
Japan's traditional “consen- 
sus" approach to decision- 
making. 

But a position on the board 


has also been regarded as a 
key reward for Japanese man- 
agers, and thus used as an 
incentive for staff. 

Big boards have been critic- 
ised by many Western ana- 
lysts, who believe that they 
make decision-making slow 
and cumbersome. 

Alongside the new board of 
directors. LTCB will create 18 
corporate executive officers 
who uHl be in charge of spe- 
cific business areas. 

LTCB's decision is thought 
to have been partly prompted 
by its planned Investment 
banking and asset manage- 
ment joint ventures with Swiss 
Bank Corporation. SBC has 
been pushing the bank to seek 
a more western-style business 
strategy. 

However, the restructuring 
comes amid signs of mounting 
pressure on LTCB itselt The 
bank is weighed down with 
bad loans and is facing an ero- 
sion of its traditional business 
firanchise of corporate lending. 

Analysts yesterday wel- 
comed the moves. However, 
they pointed out that moving 
staff to joint ventures would 
not cut costs as sharply on a 
consolidated basis. 

Brian Waterhouse of HSBC 
James Capel said: “The real 
cost cuts are more like YSbn." 

Some argued that more radi- 
cal steps were still needed. 
James McGinnis of Dresdner 
Kleinw'ort Benson said: 
“Expense reduction is impor- 
tant. but the real problem is 
that their loan portfolio is stra- 
tegically misplaced." 
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^Jonathan Ford 

Heavy. 'selective buying by 
apeculattye US Investors yes- 
tor^ pushed up prices on tbe . 

stodt market - in 
qpftiei' frf . another fall in the 
•rxmfafc Ihdoneria's currency. 

■ ... Btori^of yest»day’s activity 
oeub^ on stocks such as Tel- 
, '.the' *ri«v«TiTnnfi<ftaHnr>e 
utility; the satellite 

op a' ri or, and-T^nbang Ttmah. 
.the-met^ group, which have 
Usdhgs In both Jakarta and in 
-New’Ywt 

SQme 'invstors who had, sold 
..toe ' York-listed and doV 
lar-prQiqd American Deposl- 
ta^>'itoc^ts - paper that 
trad^'fri; Uen of underlying 
. ‘bought ba^ tn -tiie 

sdtie^^ftock; pritod: in rupiah 
. and IWiBd in Jakarta, m trades 


dtoigi^ to profit fi*om the 
ngdah's&lL 

"New York-based arbitra- 
geurs have been using the 
ADRs of Indmiesian companies 
like Telkom and Indosat as a 
vehicle for shorting the 
nqnah,’* said Thny Edwards at 
Cs^ian Securities. Short sell- 
ing is where investors sell 
shares or other assets that 
th^ do hot own in the hope cd' 
taking advantage of subse- 
quent price frdls. 

• The arbitrage activity was 
triggered by sharp falls m the 
rupiah over feats ‘that Presi- 
dent Suharto's proposal to 
adopt a currency board could 
derail tbe country's Interna- 
tional Monetary . Fund rescue 
package.. The. rupiah fell 
through the . -RplO.OOO level 
against the doUar in local- trad- 


ing, hitting Rpl0,800 before 
partially recovering to end the 
day at Rp9,600. 

But as a result of the baying 
in toe Jakarta stock market, 
the local composite index 
et^d higher, gatning 9.55 tO 
close at 457.71. Telkom gained 
Rp325 or 10 per cent to Rp3.525. 
Indosat gained 15 per cent, 
ending up Rpl,800 at 1^13.800. 
'nmbang Tlmah rose 1^350 to 
Rp7.8Sa 

Analysts described the 
trades as high risk because of 
tbe volatility of the rupiah. “It 
is an incredibly short term and 
aggressive trading strategy, 
which is only for tbe very 
brave," said Edward Goodcbild 
at Foreign & ColoniaL 
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By Chailea Po t chel or - . 
in London - 

Eurotunriel, toe debbhuidened 
opm'rior. of the Channel tun- 
in 1997 hs first 
operating profit although it 
£^ed to criiy the number of 
passengers forecast in its 
financial Testructuring pro- 
spectus of lari May. 

This improvement was 
a(±ieyed . despite the rix-moiith 
shutdown of the freight shuttle 
because of . a November 1996 
fire, ’^e started the with 
the odds, stacked against us 
but we rebuilt the tunnel our 
finances and the service," said 
Georges-Christiah Chazot, 

. twanag rn g director,- yeterday. 

SuFotunnel made an operat- 
ing profit of £57m 993ni) in the 
12 mouths in Decem- 

ber! narrowly ahead of the 
£54m forecast In the ftnandal 
restnutming prospectus and 
£92m ahe^ (7f the £35m loss in 
1996.: When net interest 


chaigs of £633m and foreign 
currency losses, an taken into 
account, the company recorded 
a net Iom of £6Um, represmt- 
ing ah improyemieht on the net 
loM of £6Km 'the year bribre. 

When the imp^ of the debt 
reduction resoltii^ from the 
restructuring is taken into 
account, the 1997 net loss 
would have been reduced by 
£281m to £830m. The debt 
reduction takes rotroactive 
effect from October 1996. Euro- 
tunnel expects to break even, 
after interest charges, in 2003.^ 

Enrotonhel's tourist shuttles 
carried 2.3m cars compared 
with the 2.5m forecast in its 
May prospectus. This and the 
six-month suspension of 
freight shuttles reduced total 
shuttle revenues by 20 per cent 
from £141m - restated to 
remove the effect of currency 
ehawgpg - in 1996 to £113m. 

! But higrhpr revenues from 
Eurostar and long-distance 
freight operations, and from 


duty-jfree sales, boosted total 
turnover by 14 per cent from a 
restated £466m to £53lm- This 
rose to. £561m when restated 
on the basis of the May pro- 
spectus but was stiD sli^tly 
lower than the prospectus fore- 
cast of £S67m. 

Revriiue from long-distance 
train services rose 11 per cent 
from a restated £l91m to 
£21^, largely due to the rene- 
gotiation of payments for 
Eurotunnel's operating costs. 
Revenue from duty-free sales 
and other non-rail activities 
rose 30 per cent from a 
restated £i0im to £l3lm. 

Patrick Ponsolle, executive 
chairman, said he was confi- 
dent Eurotunnel could achieve 
tbe £136m operating profit 
forecast for 1998 in its May 
prospectus though this was 
"an extremely demanding 
challenge." Eurotunnel's 
shares rose 2p to 65p. 
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Norsk Hydro hit by fertiliser price fall 


By Jenny Luesby 

Tumbling fertiliser prices 
almost wiped out proHt 
growth last year at Norsk 
Hydro, Norway's largest 
quoted industrial group, 
with pre-tax profits static at 
NErl0.3bn (Si^bn) on sales 
up 13 per cent at NKr96^n. 

Earlier gains were lost in 
the final quarter, when the 
agriculture division, which 
accoimts for nearly half of 
group sales, incurred an 
operating loss of NKrl94m. 


compared with profits of 
NKrSSem a year earlier. 

“The setbarits we eiq^eri: 
enced towards the end of 
1997 came fkster and bad a 
greater impact on our 
anmifli resuJt than we had 
anticipated,” said Egil Myk- 
lebust, chief executive. 

The world fertiliser mar- 
ket weakened throughout 
the year, triggered by the 
withdrawal of China. Tradi* 
tionally the world's largest 
buyer of urea. China shifted 
to new domestic suppliers 


from last spring, halving 
world trade in the product. 

This was exacerbated by 
the expansion of western 
European production capac- 
ity and dumping finm east- 
ern Europe. As a result, 
western European fertiliser 
prices fell more than 25 per 
cent 'in the second halL 

Meanwhile, the group's oil 
and gas division, which 
accounts for one-fifth of 
sales, reported a 15.7 per 
cent increase is operating 
income, to NKr6.7bn. Pro- 


duction levels were 
unchanged from 1996 at 
1.^-.^ tonnes of oil equiva- 
lents, but the output of natu- 
ral gas increased, and four 
new oil fields came on 
stream at the year-end. 

The group also r^xuted a 
recovery in its smaller divi- 
sions foUowii^ a weak per- 
formance in 1996. In light 
metals, operating income 
doubled to NKrSJSbn. while 
in petrochemicals it rose 63 
per cent to NKr469m. 

However, net income was 


further depressed by the 
group’s finannial expenses. 
Net interest rose from. 
NKrTSlm to NKig^Sm, but In 
1996 this was o^et by. a 
N£r67lm gain on marke^ 
able securities, which fbU to 
NEi236 last year. 

Nonetheless, gearing was 
further redoce^ 41 ptf 
cent to 37 per cent, ■ 

Mr Lelv Nergaard. chief 
financial ofiScer, said the 
grotg) would be comfortable 
with gearing of 60 per cent 
and further acquisitions 


were likely. The group was 
particularly interestkl in 
some of tile assets now to 
In Asm. 

Meanwhile, it had 
mcraased production capac- 
ity in its light metals and 
petrochemicals divisians by 
20 per cent between 1996 and 
tUs year. It also.rqKirt^ a 
year for exploration, 
particulariy in Angola. More 
stringent definition criteria 
had seen its proven oU and 
gas reserves fall to 2llm 
tonnes of oil equivalents. 


IVO and Neste see synergy in energy 


Deal creates one of Finland’s largest groups but 
analysts question the strategic logic behind it 


H elkki Marttinen pre- 
fers to describe the 
Impending tie-up 
between Finnish energy 
groups Imatran Voima iIVO) 
and Neste as a ‘'combina- 
tion*' rather than a merger. ~ 
The IVO chief executive, 
who is to head a new IVO- 
Neste bolding company, sees 
the distinction as more than 
semantic. Each group, he 
explains, will continue to 
operate autonomously - 
albeit with the same parent 
Living apart may seem a 
strange recipe for marriage. 
But it reOects the fact that 
the tie-up - one of Finland's 
biggest corporate deals - has 
been spearheaded not by the 
respective managements, 
but by tbe government 
The state holds stakes of 
95.6 per cent in IVO and 83 
per cent in Neste, which was 
part-privatised in 1995. It 
believes that welding the 
two together will create not 
only a stronger entity on the 
increasingly competitive 
Nordic energy market, but 
win simplify its plans to pri- 
vatise both groups. 

With combined annual 
sales of FM55.4bn (,$i0bn) 
and a market capitalisation 
of about FM25bn. the group 
win be one of Finland's larg- 
est industria] concerns. 

Overlap between the busi- 
nesses is limited. Neste's 
main operations are oil refin- 
ing. natural gas distribution 
and chemicals; IVO's prime 
focus is power gen«ation. 
However. Mr Marttxnen 


disagrees with analysts who 
say the lack of obvious syn- 
ergies means the merger 
lacks strategic logic. Engi- 
neering, research and devel- 
opment, and woridng on new 
fuels are all areas where 
resources can be pooled, he 
insists. 

Nevertheless, the prime 
motive is not cost reduction 
but rather to forge a group 
with sufficient size and 
financial clout to compete 
with international rivals as 
European energy markets 
deregulate. 

Mr Marttinen says value 
can be created by controlling 
the entire energy chain. 
“This is the first step on a 
long journey. The electricity 
market is going to be 
fiercely competitive In com- 
ing years and it is important 
that we in Finland don't 
start to fi^t against each 
other. That would be a waste 
of financial resources." 

Alongside the UK, Scan- 
dinaria operates Europe’s 
most deregoiated power mar- 
ket. Full liberali^tlon at the 
start of 1996 unleashed a 
wave of cross-border consoli- 
dation among generators. 

IVO has built up a strong 
presence in Sweden. At tbe 
same time, it has been chal- 
lenged on its home turf by 
Vattenfall, the big state- 
owned Swedish utility. 

Both Neste and IVO regard 
the Baltic rim. home to I20m 
people, as their future home 
market. Mr Marttinen is also 
open to the possibility of 
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establishing operations in 
Russia at a later date. "By 
co-operating we can make 
investments which may not 
have been possible individu- 
ally.” says Jaakko Ihamu- 
otila. N^te chairman and 
chief executive. 


The state believes welding the two groiqis together wIQ sinqdffy its plans.to privatise thefi' 


N evertheless, many 
industry experts 
remain hesitant 
abont how much share- 
holder value will flow from 
the new group, particularly 
in view of the loose holding 
company structure rather 
than a genuine merger. 

"It is a domestic defensive 
deal where they are trying to 
combine their financial 
strengths to offset their 


weaknesses," says one 
energy market analyst 

Perversely, the area where 
there is greatest overlap and 
the most exciting potential - 
natural gas - does not figure 
in tbe tie-up. The European 
Commission's worries about 
the combine's domination of 
the Fi nnis h natural gas 
industry resulted in Neste 
agreeing to leave Gasiun, its 
natural gas joint venture 
with Russian gas gi^nt Gaz- 
prom, outside tbe IVO 
collaboration. 

Neste is tbe monopoly dis- 
tributor of Russian natural 
gas in Finland, vdiUe IVO is 
tbe country's dominant 
power generator. Although 
Neste has undertaken to cut 


its stake in Gasum from 75 
per cent to 49 per cent, it 
reserves the r^t to buy 
hack the stake “whenever 
the European, and Nordic gas 
market is a reality,” Mr to- 
nmotila says. 

He describes as “stupen- 
dous" the potential offered 
by expanded Russian natural 
gas exports through Finland, 
to continental Europe. Rus- 
sia’s known gas deposits 
mount to 48,000bn cubic 
metres, conmared to 3,500bn 
cu m in Norway. 

According to Neste, the 
continental European gas 
market is expected to grow 
from 270m tonnes of oil 
equivalent to 420m tonnes by 
2020. During this time, pro- 


duction by. several tradition- 
ally big pincers;, sitoh. 6)8 
the UK and ' HonaniL wiZl- 
start to. dedine: . .Nesto p^. 
diets the OK beoo^ a 
net intoorto aftg. 2005.- 
A second gas frdm 

St Petersburg to Finland is 
expected to be completed in 
two years. Meanwii^ Neste 
and Gazprom are studying. 
the building of a gas pipdifne 
from Rnssia via Finlan>d and 
into continental Europe, 
either overland via Sweden 
or under the Baltic Sea. This 
would be the only direct gas 
linlc between Wriguna and the 
EU, realising a loi^-held 
Ftonish dream. 

Greg Mclvor 


SAS defies low-cost competition as profits rise 


By Tim Burt in Stockholm 

Scandinavian Airlines System 
yesterday said It had overcome tbe 
challenge of low-cost carriers and 
growing Nordic competition to 
increase profits last year. 

The carrier - 50 per cent owned 
by the governments of Sweden, 
Norway and Denmark - reported 
pre-tax profits np from SErl.82bn 
to SEr2.23bn (S275m) on sales op 
from SEr35.2bn to SEr38.9bn in 
1697. 


Jan Stenberg. president said it 
was a creditable result given that 
total traffic growth fell sli^tly 
compared with most other Euro- 
pean airlines. 

SAS saw traffic increase 9 per 
cent last year, compared with a 10 
per cent rise in average European 
air traffic. 

“Competition in SAS’s borne 
market Intensified still further." 
said Mr Stenberg. “That led to con- 
tinued fare pressure and SAS's 
yield, adjusted for currency 


effects, remained unchanged for 
the second successive year." 

Nevertheless, Mr Stenberg said 
SAS had seen only a marginal 
impact from the arrival of low-cost 
carriers sneh as Ryanair of Ireland 
on the Stockhobn-London route. 

The airline also snccessfully 
defended its 95 per cent share of 
the intra-Nordic traffic, dominated 
by the “capital trian^" between 
Stockholm. Oslo and Copenhagen. 
That helped lift operating income 
from SKrl.%n to SKr2.38bn. 


Althongh Mr Stenberg expressed 
caution about the impact on traffic 
of tbe Asian economic crisis and 
political instability in the Middle 
East, be said prospects for 1998 
were encouraging. 

This year, SAS said it would 
decide whether to replace its long- 
haul Boeing 767 fleet with Boe- 
ing’s 777 or rival Airbus airanft 
as part of a fleet renewal pro- 
gramme. 

Tbe carrier has already commit- 
ted $1.6bn to new short-hanl jets. 


with further options worth 
anothn- $400m. 

During 1997, earnii^ ^ share 
for the three separately quoted 
arms of SAS - SAS Sverige. SAS 
Danmark and SAS Norge - came 
in at SErlO.13. SSr9.57 and 
SKriail rekpcictively. 

In local cmrency, file respective 
dividends for those three 
companies has been -increased 
from $Kr3 to.SKrd, from DEr2.50 
to DErS.50 and from NEr2.80 to 
NEr3.?0. 


FllROPEAN NEWS DIGEST 


AMBsale^ves 
AGF FFrSbn gain 

AGF,' the French liwurer, flrtU make a gain of 

(appnm) bdiaife tax bn the sale to Italy's G«ierali of its 385 

per cent stake in AMB of Garmany, according to An^e 

jSmconrt-Galignani; AGF chaimian. who 

ti» ftemh company vtoild sen ihe holdiiig to FTTll.6bn. 

Mr JeanoouitGalignani's comments came on. the day 

tiic takeover Md to AGF by Germany’s Alliaw - the toy- 

estfoteigabid to aRCTdi company - bpened. ™ AMB 

iigai is part of a compromise reached In the battle for con- 
trol of AGF. in vrtxich Genoali agreed to abandon its hos- 
tile bid, allowing Allianz to take controL , 

David Ouien, Pams 

■ RETAIUMG 

Promod^’ bid cost FFrlOOm 

PrqmodSs' Ihiled FFtSlhn hostile takeover bid to Casino, 
its Freaich retailing rival, cost the group more than 
FPrlOOm ($l6Am}. Paul-Louis Hall^, chainnan. has 
acknowledged. But Mr HhUey told the newspaper Le Fig- 
aro tiiat if the group bad not lavincbed its offer, “we 
-would cmtainly not havereached the agr^ment we are 
today In the process of fiTiaHsitig wltti Casino!”. Promod6s 

agreed, tn effect, to drc9 its ofito in December when the 

two retailers annonno^ a deal to co-<v>erate in interna- 
tional business. The two sides spoke at the time of estab- 
liaMrig *^utnnonions and fruitful relations". David Ouen 

M TB-ECOMS 

Hungary’s Matar ahead 63% 

Uatav, the wiTtigainari telecoDis gronp, yesterday reported 
1997 net profits of Pt43.6bn (C20gm), up 63 per cent on 1996. 
ga lfa grew to Ft^bnfrom FU96.4bn. Althou^ the 
results -were in line 'with market expectations, the shares 
tell 157 per cent to close at Pt953. That compares with 
Matav’s price last-Novmnber of Ft730. Matav 

accounts to more tbwn one-third cd tiie Budapest Stock 
Bw h a pg e’s tnttal capi taTTkatinn . 

: Rlftir manag in g dfreetOT- said Matav WOUld 

invest $4S(ka a year in each of the next three years, $50m 
.more 'than previously. reported. Matav has a monopoly on 
Hungarian Tfitamatirmal and inter-r^ioiial calls until 
2002.:- Anaiol Ueven, Budapest 

m BOMANIA 

Psuwa Euirbpe to adyise on sale 

The Jtomanian state Ownership. Fnnd has noininated a 
otmsOrtium ikl by Daiwa Europe to advise on the privati.- 
satidn an tiie Romanian Dev^t^maat Bank (BRD). tiie 
second Bmnaniad bank listed for privatisation. 'The SOF 
plans to sen 51' pw cent of BRD later this yev . 

Flans to i^tratiratioD of tbe BRD were first announced 
in 19^ with Gtddit Commercial de France chosen as a 
consuitant However, tite process was stalled ontil the 
passage of a ‘bankpriratisation law by the new reformist- 
Rconanian gnvenimem e»ly lart year. firrt Roma- 
nian bank to be privatised will be Banc Post fbr which a 
CQUKatium led by ABN Amro of the Netherlands has 
been chosen to advise. Banc Post and BRD are the two 
smallest of Romania’s iSVe state-owned banks, which 
between them-stUl control around 70 per cent the conn- 
try's banking assets and d^Kistts. They are bo& r^^mded 
as T^ativ&y free of tiie bad loans whiefh plague the rest of 
the banking system. Anatol Lieuen 

■ AGROCHEMICALS 

S America lifts MaJditest^ 

Makhteshim. the Israeh gensic ^rochemlcais manufac- 
tnrer. said net profits jumped 42 per cent in 1997. ftielled 
by penetration, into the rapidly growing South American 
maiket . . 

' NrtprafitejOD]pedfitmiUS$30.4miul996to6435mm 
1997. Revalues climbed 35 per cent from to $740m over tire 
same periCKL exceeding analyst expectetions. Revenues 
fresn South America soa^ 1F7 per cent to. yaaotn . to 39 
percentofthetotal.klakht^LbiEahasacqntredtwocoiii' 
panies in Brazil and one in Argratma 0^ the past 18 

mootbs. since analysts say Qm South American g^g ***-- 

cbemicalsniazket is growing ait more than 13 per cent a - 
year, compared with abont 4 per cent worldwide. 

Avi MachHs, Jerusalem 


Thi: jrtipgneomon: as.ooor-. 4-. « e' r«-«S ol. 

Southern Energy Holding 
Beteiligungsgesellschaft mbH 

has acquired 3 26^: inierest m 

Berliner Kraft- und Licht (Bewag)- 
Aktiengesellschaft 


DM 1,083,000,000 Syndicated Term Loan 
and Revolving Credit Facilities 

Arranger. Underwriter, Agonc 

Dresdner Bank AG 

Senior Lead Managers 


Bayerische Vareinsbank AG 


Bunk el Tekyo-Mitswbishi, Ltd. 


Deutsche Bank AG 


Lendesbank Hessen-TTiuringefl 
Glrezentrale 


Bayerische Lendesbank Girezantrale 
DG BANK 

Deutsche Genessensehaftsbenk 
Den Oanske Bank 
Hamburg Branch 

Landesbank Berlin - Girezantrale - 
A member at the Bankgesellsehaft 
Berlin Group 

L-8ANK 

kandeskreditbank Baden-W O rttamberg 


LRP Landesbank Rheinland-Pfaiz 

Lead Managers 

Banca Monte del Pasehi dt Siena S.oA., SGZ-Bank Aktiengeaallsehaft 
Frankfurt am Main Branch 

Soctdtd Gdndrale. Rliale Berlin WGZ-Benk eG 

Legal Aqvise,r :o Arranger, underwrjier and Ageni 

CLIFFORD CHANCE, Franfcfurt/Main 
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Eridania Beghin-Say 


Increased net sales 
and operating income in 1997 

The Board of Directors of Eridania B5ghn-Say met on February 12th 1998 under the 
chairmanship of Mr Stefano Meloni arxi reviewed praliiTilneuy, unaudited coiwofidated 
figures for the fUl year ended December 31st 1997 ; final accounts wB be submitted to 

the Board on March 19th 1998. 


.1 Net sales of 63,650 mlRion francs 
show an increase of 15.896 versus the 
previous year’s published figures. This 
increase is attributable to the 
coniunction of strong internal growth, 
particularly in the Oilseed Processing 
arKl Animal NutntiMi divisions, changes 
in the scope of coraolidation, and also, 
to a lesser extent, to a foreign exchange 
ran^ation impact ^notably US doKar and 
pound sterling). 

Operating ineoine for the toR year is 
expected to be in the vicinity of 3,980 
million francs, up about 6% on 1996. 
The good performance of most of the 
group's divisions (particularly Oilseed 


Processing in Europe and Consumer 
Products} and the impact of acquisMons 
more than offset the mediocre results of - 
the Italiain sugar business and the 
disappointing results of the American 
isoglucose activify. 

S Net income should also show an' 
ineraase compared to 19^ 

S The ratio of net financial debt to 
equity should remain close to that 
published as of December 31st 1396, 
Le. 0.70. 








^fiffp-i:^ rrirtniiirt 
■v^^TOB.1897!«lfikS^ 


Turning to prospects for 1998, the 
quality of the recent agricultural crops, 
the generally good p^ormerKie of the 
group's main activities, toe progressive 
return to a more normal competitive 
situation in the Ameriean iBoglucose 
bustoesB as weB as ttte devMopment of 
the group's activities In Central, arid 
Eastern Europe hold the promise of a 
further In c re ase oi resrits. 


monTEOtscMi 

BROUP 


Rrtancial Times Surveys 

UK Mid-Market 
Companies 

Monday March 16 


For further information, picastr contract; Jeromv Nt-lson 
Tfl: t-44 171 873 3447 F.tk: +44 17i 373 3062 
CTTiciit: jftrcmy.nrjlion v FT.com 
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In tbe Banca di Roma private piadag 
ASA GonroltanB lavestmeats and Fioaiice 
has advitod Banca <ti Roma <n the pla^g of 

■ 283^44,074 Shares 


13,337 Mediobanca International Lid. 3 i% 
Exdiangeabie Notes due 2001 

.. -..V. wiih finaDcial shairiickkn 


m 659,031992.490 
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Ml of these seamties'haie been sold. This announcement appears as a matter of record only. 


February 1998 - 


$1,010,000,000 



The 

Gflleffe 

Company 


10,000,000 Shares of Common Stock 

$1, 00 per share) 



J.R Morgan & Co. 

Credit Suisse First Boston 

Goldman, Sachs & Co. 

Merrill Lynch & Co. 

Morgan Stanley Dean Witter 
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COMPANIES AND FINANCE: EUROPE 


Hagemeyer woos foreign investors 


By Gordon Cramb 
in Amsterdam 

Hagemeyer. the Dutch trading 
company, is to pull dovni Its barri- 
ers against taKeover, in a move 
intended to make its shares more 
attractive to foreign Investors. 

^Our only defence will be our 
performance." Andrew Land, chair- 
man, said yesterday while announ- 
cing a 30.5 per cent rise in net 
earnings for 1997. to FI 373.1m 
(glSlm). 

The company is to abolish a pri- 
ority share and give preference 
shares voting rights in line with 
their economic value so that "one 


share will in WA also mean one 
vote". Board appointments will be 
subject to approval by the annual 
meeting. 

This would bring Hagemeyer 
closer to the Angjo^axoa system 
of accountability to shareholders 
than any other company in 
Amsterdam's A£X index of 25 lead* 
ing issues. Mr Land said. 

Tbe move comes at a time when 
The Hague Is pressing for 
improved corporate governance, in 
order to maintain the international 
competitiveness of Dutch business. 
A commission of inquiry set up by 
the stock exchange and institu- 
tional investors last year produced 


a set of noa«bmding recommenda- 
tions for improvements. 

The abolition of Hagemeyer's pri- 
ority' share Is made pi^ble by the 
sale next month of a 39.7 per cent 
stake held by First Pac^c, of Hong 
Song. Mr Land said "decent 
demand" was being expressed for 
these shares ahead of an interna- 
tional placing to be completed by 
the end of next month. 

Economic upheavals in Asia, 
where the company derives 
roughly one-fifth of its revenues, 
"will have no material influence on 
Hagemeyer's profits" this year and 
beyond. While profits in Thailand. 
Indonesia, the Philippines and 


South Korea would be hit, those 
worst affected countries would 
account for less than 2 per cent of 
total turnover. 

“It has a ripple effect on all econ- 
omies. and sales are tougher to 
get" Mr Land acknowledged. Its 
luxury goods business in Singapore 
and Hong Kong would suffer. But 
earnings would increase further 
this year from the region, where it 
was a net exporter. Chin^ suppli- 
ers were osaring better margins aa 
a result of a dip in demand from 
other customers. 

Sales worldwide last year were 
up 7&A per cent to FlllAlbn. A 
final dividend of 91 Dutch cents a 


share is bting paid, talong frie total 
to F1L83 from the F1L14 distrib- 
lUed in 1996. This is being paid 
from eanih^ per share of FI 3.90 
a^lQst F13.86. the rise cconing in 
the ftce of a 12.9 per' cent expan- 
sion of issued equity undertaken to 
fund talteovos. 

The company remained inter 
ested in the paper merch anting 
and -office products division of 
KNPBT. But that Dutch group, 
whl^ is being unbundled, made 
clear last week it was seek- 

ing a buyer for its packajging side, 
with the distribution bosiaiess to 
contiime under the name Bfihr- 

tnarm 


Madrid fixes price for 
Argentaria stake sale 


By Tom Bums 
in Madrid 

Tbe Spanish government 
yesterday fixed the issue 
price for institutions for the 
sale of its remaining 29 per 
cent stake in Argentaria, the 
country’s fourth largest 
haniring group in terms of 
assets, at PtalO.790. 

Tbe figure represented tbe 
price of Argentaria shares 
when tbe market closed, and 
reflected record demand for 
tbe bank's stock from retail 
investors and strong orders 
from international institu- 
tions. 

The success of the privati- 
sation, which marks tbe gov- 
ernment's withdrawal from 
the commercial bankiag sec- 
tor. underlined the increas- 
ing appetite among Spanish 
savers for equity investment, 
the liquidity of the interna- 
tional capital markets and 


the absence of competing 
global offers. 

The government is esti- 
mated to have realised 
PtaSSObn rg2.3bn) from 
the dispossil. and the 
demand for Argentaria 
shares is certain to bolster 
Its ambitious privatisation 
prt^ramme. 

Forthcoming disposals 
include the sale of the state's 
52 per cent stake in Tabacal- 
era. worth Pta275bn, and a 
further partial privatisation 
of the pott'er group Endesa 
in May-June, which could 
earn up to Pta&OQbn in 
receipts. 

The global co-ordinators of 
tbe offer - Morgan Stanley 
Dean Witter, Argentaria 
itself. Banco Bilbao Vizcaya 
and Banco Santander - fixed 
a maximum issue price of 
Ftal0.98S last week, which 
was marginally below an 
historic hi^ for the banking 


group's shares, reached 
shortly after the start of the 
ofiter period. 

Domestic retail investors, 
which were allocated 60 per 
cent of the stake for sale, 
subscribed 26 times and set a 
new benchmark for demand 
in a large privatisatioa. The 
price of the retail tranche 
was set at PtalQ.457 - a 3 per 
cent discount to the 
wetted average of yester- 
day's trading price. 

Demand from Spanish and 
international institutions 
represented six times the 
total offered. 

"This has been the best 
book ever for a Spanish pri- 
vatisation.'' said an interna- 
tional banker close to the 
transartion. "There has been 
higb quality demand world- 
wide. with a lot of potential 
new sbarehoide's and there 
is problem with deciding on 
allocations.'’ 


UBS equities unit to close 


By Clay Harris, 

Banking Correspondent 

Swiss Bank Corporation and 
Union Bank of Switzerland 
plan to merge their UK equi- 
ties businesses and to close 
UBS's London share-dealing 
operation at the end of next 
week. 

The accelerated timetable 
Is subject to approval by UK 
regulators and tbe European 
Commission, it would bring 
together tbe equities 
businesses before the full 
UBS-SBC merger receives 
final approval by regula- 
tors. 

The plan emerged 
yesterday as the banks said 
existing employees of SBC 
Warburg Dillon Read were 
likely to account for 75 per 
cent of London-based 
professional staff in equities 


research, sales and trading 
in the new bank. 

Half of UBS's 400 staff in 
these areas will be offered 
jobs, w'hile there would be a 
few redundancies among the 
600 comparable Warburg 
employees. Tbe backs have 
not announced the size of 
cuts among 1.250 UBS and 
1.400 SBC equities 
professionals elsewhere in 
the world or among support 
staff. 

The new Warburg Dillon 
Read expects to employ 
fewer than 800 equities 
professionals in London. 
SBC's Colin Buchan, head of 
global equities and cohead 
of European equities, said: 
"We don't really expect 
every UBS person to accept 
the offer." 

The offer of jobs to 200 
UBS equities staff is higher 


than planned. Mr Buchan 
and UBS's Hector Sants, 
co-head of European 
equities, said tbe banks had 
discovered that their 
operations were more 
complementary than they 
had believed. 

It also emerged that 
several leading UBS equities 
research teams which 
ranked higher in league 
tables than their 
counterparts at SBC 
Warburg will not be joining 
the merged bank. 

UBS banking and 
transport analysts were 
among those who either 
have not been offered jobs or 
have decided not to take the 
ones suggested to tbem. 
Only one of the four 
members of UBS's teie- 
communications team will 
be joining Warburg. 


Kvaerner 

agrees 

property 

seD-off 


By Norma Cohen, 

Property Correspondent 

Evaerner, the Anglo- 
Norw^an engineering and 
property company, has 
agreed to sell a portfolio of 
seven investment properties 
to TBI, tbe UK property 
company, for $li6.3m as 
part of its strate^ of selling 
off its p ropert y holdings. 

'The properties, mostly 
office prap^es in London 
and sonth-easi England, 
were owned by Trafalgar 
Boose Property, a snbsid- 
iary of Tr^algar House, the 
UK group which Kvaerner 
aeqidred in April 1996. 

Kvaerner had decided that 
apart from certain indus- 
trial assets such as ship- 
yards. it did not want to 
own property, said Alan 
Winter, managing director 
of Trafalgar House Property. 
"Property is not a core busi- 
ness of Evaerner." be said. 

Of some 1,000 properties 
the company ocenpies 
world-wide, "only a hand- 
ful" are owned directly by 
tbe company, with the 
majority occupied oa a 
leasehold basis. 

Evaerner recently agreed 
to sell cme of its most impor- 
tant remainiug properties, 
the Baltic Exchange, to 
Swiss Re, the iosnrer, 
although completion of that 
deal is subject to planning 
permission from the Corpo- 
ration of London. Its iast 
important property is Chis- 
wick Park, a 30-acre Lnd os- 
trial site. 

The properties in the port- 
folio to be sold to TBI 
include a modern 70.000 
square foot office block in 
Fleet, Hanqishire: tbe lease- 
hold inter^ in a property 
on London's Baker Street; 
and a 50,000 sq ft office 
block in the City of London. 



Listing in sUdi-k Ajax player Frank de Boer . 

Ajax poised to 
kick off float 


By Gordon Cramb 
in Amsiardsm 

Ajax, if it were to se^ a 
listing, would be the first 
Dnt^ soccer dub to follow 
the example of rivals in 
countries such as the UK, 
Germany and Italy, but oth- 
ers such as Rotterdam’s Fey- 
enoord and the Eindhoven- 
based PSV are believed to be 
considering a irfwiirnr action. 

Ajax would confine yester- 
day only tbat some 600 mem- 
bers had been invited to tbe 
extraordinary meeting, 
which had file “future of tbe 
club'’ on its agenda. 

Any issue is tbou^t likely 
to involve a minority of tbe 
equity which would be cre- 
ated. ABH Amro, main spon- 
sor and banker to tbe diub. 
was being tipped as lead 
manager. 


Ahead of the meeting, esti- 
mates of tbe potential pro- 
ceeds ranged betweoi FI 70m 
and FlSOOm 0i34m-$l46Di). 

Fans welcomed the prde- 
peet that buying a modest 
stake might secure rbwn a 
guaranteed seat, but 
expressed concerns that the 
new structure mi ght bring 
different motivations to bear 
when the management &ced 
decisions on signing and 
gpiiing playeia. 

Ajax is known to be better 
funded than most of the 
clubs against which ft com- 
petes. Arguments ovef the 
need for a change in status 
are expected to revolve 
around Issues such as 
changes in the transfer sya- 
tem for players within tiie 
Eurppean Union, and. greater 
control over television ri^rts 
for home matches. 



Republic of Austria 

Federal Ministry for the Environment, Youth and the Family 

SALE OF LOAN RECEIVABLES WITH NOMINAL \ALVE OF 
ATS 10,344 MILLION 

Until 1993. the Federai Ministry for the Environment. Youth and the Family granted 

• low- and fixed-interest 

• long term 
" secured 

loans to municipalities, to water co-operaiives and to commercial orgonisatioris for the 
construction of sewage treatment plants- As part of the privatisatioa process, certain of 
these loans w-ili be offered for sale. The loans offered for sale will have the following 
characteristics: 

• Total Nominal Value ca. ATS 10.3-Lt million 

■ .Average remaining life: 8.5 years rdurationi 

■ ca. 9S ‘^e of the nominal value .secured by guarantees of public authorities 

■ Remainder secured partially by bonk guarantees or by mortgage 

• 1 199 borrowers 

• 2342 individual loans 

The loans may be purchased in package-s or individually. Due to the duration and the 
security of the loans they are well suited as basis for Asset-Backed-Securities. 

Offers should be submitted in the period from 17 February 1998 to 27 March 1998. 

For further infomtation regarding loans, borrowera, loan conditions and securities 
please contact 

Price Waterhouse. Prinz-Eugen-Strasse 72, A-1040 \1enna, .Austria 

Tel +43 1 5018S 

Bernhard Haider ext. 164 and 

Miklos Revay exL 354 

From 23 February, in addition lo a prospectus containing more deified information a 
data room will also be made available to imere.sied parties comprising tbe full 
documentation which will enable bidders lo evaluate the loan receivables and to 
submit offers. 


GRT Price Waterhouse 
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Grolsch tackles its 
costly hangovers 


A fter burying wbat 
was left of its strat- 
egy of European 
acquisitions, Grolsch has 
decided to concentrate on 
the distribution of its pre- 
itiiiim la^r thm ii^ foreign 
partnerships. 

Following Its withdrawal 
from Poland several weeks 
ago. the Dutch bre\rar says 
it has given up hope set- 
ting up a network of brewing 
I plants in Eun^. 

I The wisdom of this 
I about-fiice seemed confirmed 
last week when Grolsch 
reported sharply weaker 
I profits for 1997: 60 per c^t 
j down at a paltry FI 24m 
I (Sli.6m), though they 
j included a Fl9Tm charge for 
I the closure of one its two 
Dutch plants. 

'The closure was greeted 
with anger and disbelief in 
I the small eastern town of 
Groenio. where Grolsch weis 
I founded. But the latest 
I moves could indicate tbe 
j brewer has a fresh strategy. 

{ uxKler tbe new chairman, the 
I Belgian Ja«|u» 'nroch. who 
! took the helm about three 
j months ago. 

I Grolsch says it sold its 
per cent stake in Brewpote. 
the last foreign group in 
which it still held a sizeable 
stake, because it foiled to 
win control of tb«> Polish 
cennpany. 

This, and Che fhiteh brew- 
er’s lacklustre jwrformance 
have renewed speculation 
that it is looking for a buyer 
- though the company 
denies rt. Interbrew, the Bel- 
gian brewing group (and 
1rt>ch's previous employer), 
is thou^t to be the m<»t 
likely predator because it 
still lacks a lager brand with 
such laterontional cachet. 

The Dutch brewer’s with- 
drawal from Poland was tbe 
iast of a series of costly 
hangovers. U started when 
Grolsch bought the German 
'lA'ickueleT, only to sell it on 


Gro toch 

Share price to 
ttwABtindeoc 
«o 



Seuev OMraWlCV 

to Brau uod Brunnen. a 
much larger rival, three 
years later. Ln September 
last year it sold Ruddles, tbe 
small UK brewer it acquired 
six years aga 
In tbe case of Poland, 
Brawpole bad 16 per cent of 
tbe Polish beer market and 
Grolsch says its premium 
lager in the swing-top bottles 
was easily the best-selling 
foreign brand in tbe country. 

B ut analysts warn that 
Grolsch would not 
have enough 
resources to put up a 
against such powerhouses as 
Heindten. its domestic rival, 
Carlsberg of Denmark and 
South African Breweries 
(SAB), which have all 
cracked tbe Polish markeL 
Heineken recently lamy-h^ 
a fresh bid to increase its 
stake in (he Polish Z^iec to 
50 per cent. 

What remains of Grolsch 
after tbe sale of its stake in 
Brewpole is a brewer sritb 
sales of about 3.5m hecto- 
litres and one single, 
enlarged Dutch production 
site. However, it also has a 
healthy share of the Dutch 
market and a prestigious 
brand selling in many parts 
of the world through 
distribution agreements. 
"Grolsch sells a strong 


brand but It is just too small 
to fight fbr fbraign market 
share.” says Roe! Gooskens, 
analyst at Van Meer James 
Capel. *"rbey should eon- 
tinne to exploit tbe Dutch 
maiicet. which enabled them 
to finance so many mie»aifag 
in tbe past, and strengtiien 
their premium niche posi- 
tion in foreign markets 
through ex p o rts." 

To this end,. (xTOlsrti has 
sealed successful distribu- 
tion agreements with Bass in 
tbe UE and Seagram in 
North America. Brewpole 
has also agr^ to continue 
brewing and selling Grolsdi 
in Poland for the next 10 
years. 

On tbe other hand, tbe dis^ 
tribotion deal which Grolsch 
signed with Brau and Brun- 
nen in the huge German 
market, in return for the 
sale of Wickueler, has 
become ahnost irwigmift^wt 
since tbe German group 
shed most of its regional 
braveries. 

"GTolseh seeds more 
weighty partners like Bass 
and Seagram," says Dare 11 
Duthie. analyst at Mees Pier- 
son. Grolsdi is rumoured to 
have held talks witii Foster's 
of Australia and San Allgael 
of tbe PMlip^uas about tbe 
Asian mark^ 

Several analysts point to 
the example of Modelo, the 
Mexican market leader with 
the Corona brand, which 
rapidly, spreiad its wli^ 
through . exports, leaning 
heavily on.its success in ^ 
US. the laredd beer market 
in tbe world. 

The difibraice is that the 
biggest • market next to 
Grolsch, .Gezmaoy, is virtu-' 
ally impenetrable. Modelo’s 
prodactitm. Is also much 
more effldinit - and' the lat- 
est cost- reductions . at 
Grolsch ara unlikely to 
bridge this .gsp.. 


EUROPEAN NEWS DIGEST 


Tabacalera joins 
forces with Seita 


to 


Seita, the Erendi tobacco group, and Tabacalera. 

Spani^ counterpart, have signed a stcatogic agreenwnt 
cooperate in intemational markets. Ihe agremprat, 
which is valid fbr five years and renewable, trill M 
the creatioa of a 50«) joint venture to be headquarteraa 
in France and known as Global Tobacco. 

The obflirman of the new body will be appoints 

ally <m a rototii basis, with the first 

enu The Fremdx company said ibs new entity would 
would provide a “platform" tor ft and Taba^era to idm- 
tify and carry out joint prefects on International 

of co-operation would be defined wuntry-by- 

oountry, based on each partner’s existing business and i 

clear, common strategy" . 

The compames also intend to develop coo- 

tw niri g raw materials supplies, niainifetJtnnng, rrarartm 
and distributioni The coi^anies first ann ounra d plans fw 
astrategic affiance last October. ^?ain is preparing to seu 
its 52 per cent stake in Tabacalera in a Pta275bn 

o f Pri * soh ^ulg d for ApriL David Owen, Pans 

UTlLmES 


Suez Lyonnaise Eaux upbeat 

Sues Lyonnaise des Eaux, the French utilities group, yes- 
terday that 1997 turnover would reach an esti- 
mated FPrlSTbn ($30i6bn) - up 8.2 cent from a year 

earlier. Hie company estimated the impact of the Asl a n 
on 1^ ** ywar’e resulte at between FFr30ni and 
FFrSOm, but stood by previous projections that net attrib- 
utable c mT en* profit would be more than FtW-Sbn. Ihe 
flguree were released as Sita, its waste services subsid- 
iary, announced a contract to .acquire all no n-No rth 
AxDietican' activities o(Bn>wnix>g-Ferris Industries fbr 
PFi8.25bn. David Owen 

TELECOMS 


France Tdeconi turnover rises 

Shares' in France Telecom, climbed further yesterday, as 
the ftwitiBi- jnoncqpoly axhunniced a 3.6 per cent advance in 
anmna] 'tnniover. The shares dosed in Paris at FFt294.80 — 
a gain of FFT5 :s 6; or L9 p» cent, on the day, significantly 
better than the L2 per cent improvemeDt in tbe "bench- 
maACAC'tf index. 

More striking, the shares .are wen over FFrKX) above 
last yearis FFr182 issue price for retail investors. The 
timaovtf increase - from FFrl5l.3bn to FFri56.7bn 
(f25Bbn) in 1997 - was prindpany because of strong 
growtii fn m mo bi le ♦oittffftmmnniea tiona- whose contribu- 
tion rose firom FFrU-Sm to FFTlT.lbn. 

By contrast, the telecoms unit - much the compa- 
Dsr's biggest - slipped from FFrlOSLSbn to FFrlOObn. as 
price cuts took tiieir tolL The company said foreign activi- 
ties had generated turnover oif FFr9.6^ double the 1996 

ftftp taHfh ti >• 

Dcojid Owen 

BB.GIUM V 


Orange, KPN mobile bid 

Orange, .toe .UE'mol^pho^ ppe^ and KPN. the 
Netberiands’ largest telecoms gtoup. are bidding jointly 
for tile third Belgian mobile hcoice. Orange has already 
announced plans to bid for in the Netherlands 

and Greece and was known to be considetiiig applications 
in Belglimi and Aristria. 

ft snccessfuL the KPN-Otange consortium, owned 50S0 
by the two companies, plans to set up a Belgian operation 
with the potentialto create suae than 1,000 jobs. 

The Belgian regulator's office said tbe appheation by 
EPN-Orange was tbe only bid. but that did not mean tbe 
consortium would automatically be successfoL The flnan- 
cial co mp onent of the offer was not disclosed, but under 
the rules it would have to be at least BFrBbn ($Zl2m). 

The consortium said yesterday it would work with the 
Belgian operations of Unisource, the E'uropean aUifln ro of 
telecoms operators from the Netherlands, Switzerland. 
Sweden and Italy, The new network will operate at 
IBOO Mbz, the frequency for mass market mobile services, 
r ath e r than 900 Mhz which was originally intended chiefly 
for busing use. 

A dedsipn on the bid is expected within two lOODtbs. 

Alan Cane 

[ CONSTRUCTION 


Phil4»p Holzmann sees break-even 

Gennan construction group Fbllipp ffoisemawfi Miri yastet 
day it would only break even at both group and parent 
level for 1997, throu^ the use of hidden reserves. How- 
ever, it it expected a small operating profit in 1998. 

Holzmann said tiiat I997*s results were btudened by an 
DM800m C$4385m) loss from pr(E>er ly prefects, losses and 
costs for tbe reotganisttion of Nord France and Philipp 
Holzmann (Thai)- 


Results were also weired by ordinary costs tbroc^ 
depredation of investments, interest costs, and provisions 
for social planning costs, it said. 

Holzmann said 1996 was also likely to be burdened by 
restructuring and the unchanged poor industry outlook, 
but the groi^ expected a small operating profit. "The new 
busin ess year will stiU be burdened by the continued 
restructuring and unchanged bad budding environment, 
Nevothelera. a smaU positive operating profit is expected 
tor the time being," it said: Reuters. Franitfuri 
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COMPANIES AND FINANCE: THE AMERICAS 


Pemex, 

Moba in 

taDts on 
aUiance 

By Henry Tdcks 

in Meodeo City . 

Petrdleps MesiesBos, 
Mexico's state-owned oil 
monopoly. Is in taiicc wilii 
Mobil on fonnii^ a strategic 

aUlance ^ the US eompa^ 

ny’s oU refinery in Bean- 
nont, Texas. 

Psniex said fbe abn of the 
project would be to 
processing of its heavy sol- 
pbnr Maya erode. Maya 
makes up the bulk of 
Mesico’s oil reseryes but is 
faard«r to s^- fhan lighter 
crudes. 

Indutry analysts said the 
negotiations were a long- 
delayed attempt ^ 'Mesico 
to respond to the inezeasing 
dondnanoe of: Venesneia in 
Uie heavy, emde esqiort-mar^ 
ket. parUciilarly in the US. 

Like Mexfeo, Venezuela is' 
awaish with high sulphur 
erode bat has fewer restric- 
tions on- foreign participa-- 
' tim in its oU indnstry. 

Petrdleos- de Ven^nela 
(PDV5A) has a^aged- in a 
string of refining partner- 
ships that. aim to 
its heavy erode' into mwe 
maiketaUe products. 

Most recently, FDVSA 
said St was bnying.a 50 per 
emit stake in a 500,000 bar- 
rels-a-day refinery owned by 
Amerada Hess, tte US oil 
company, in the Virgin 
Islands. ' 

Temez is waldng np to 
the fact that Venezuela is 
taking its market from it.'* 
said Heather Rowland, head 
of JAPH Assotdates, the US 
oil consnltaney. - 
. Pemex has only one joint 
refinery project, a five-year- 
old, Slbn d^ with Shdd'OU 
at Deer Park in Texas. 

-Analysts expected* the* 
Beanmont deal to be fibwaar 
to ]>eer Park, with both 
partners conMbnting to 
improving the refinery's 
facilities. Beaumont has a 
capacity of 320,000 b/d. . . 


laaidlaw bid looks set to win Safety-Kleen 


By'SeerttMonfsem in Toiw^ •' 

I^dlaw_ .Eavinnimental Services 
sidd yesterday it. was confident it' 
would take over Safety-Kleen, the. 
.US hazardous wa^ recycler, 
after Safe^-EQeen'S ' rfiarahnldars ' 
tendmed more' than 50 per of 
their stock to Ijaidlaw’s hostile 
US$2bn CMh-and-shares offw 
beCcure Friday's dwidUtw 
' Laidlaw EnviroDmental's an- • 


nouscecoent increases pressure on 
Safety-Kleen's directors and 
sharelKddeTs, who are wwn?ppnad 
that 3 rival US$1.8bn each offer 
frtHD Philip Services, the Cana- 
dian scrap services and waste 
manag^ent company, could fail 
because .of financing problems. 

Safe^-Kleen, said it would not 
.eliminate poison pill provisions 
nor would It forgo Wisconsin anti- 
takeover protection, which would 


prevent Laidlaw from acquiring 
Safety-Eleen without consent of 
its baud. 

Laidlaw ED\ironmeota], the US 
hazardous and industrial waste 
management subsidiary of Cana- 
da's Laidlaw, said that in li^t of 
the number of Safety-Kleen shares 
tendered, it believed there was 
little pbaTiffft the Philip group's 
merger proposal would be 
approved. 


Laidlaw, whose offer is condi- 
tional on receding two-thirds of 
outstanding Safety-Kleen shares, 
said it had extended its deadline 
for acceptance of its bid to Febru- 
ary 19. 

Safety-Kleen's board last week 
rejected Laidlaw's offer because it 
was concerned about the volatility 
of Laidlaw's stock price and the 
heav>' debt load that the com- 
bined entity would carry. The 


fnm pany postponed a Scheduled 
shareholders' vote until February 
25 to provide Philip an opportu- 
nity to secure financing. 

Philip has had trouble securing 
financing because of concerns 
about its accountiiig and inven- 
tory pTgTiagBTTien t practices. 

Lawyers representing at least 
four groups of Philip sbarebolders 
are seeking class-action status for 
lau'suits alleging the company 


overstated its finan cial position in 
the third quarter of 1997. 

Concern about Philip's financial 
position emei^ed last month 
when it announced it would take 
a US$60m charge as s result of 
missing Inventory at two facilities 
in Hamilton, Ontario. 

The company said it was not 
able to explain the disappearance 
of about one-third of its copper 
inveotory. 


Algal* sharpens up its image 

The diversified Brazilian group is focusing on its core activities 


t its headquarters in 
UberlAndia, ih .the" 
central Brazilian 
state of -Minas GeralSj the' 
Algar: group is every Inch 
the modem, hi^tech com- 
pany. Low-rise buildings sn]>- 
round stress-relieving gar- 
dens, , while in open-plan, 
glass and. hardwood offices, 
determined looking execu- 
tives, go about their business 
to casual drem. 

. As the: privatisation of 
Brazil’s vast, telephone net- 
wmk gath^ pace, Al^ is ■ 
being offered every ehiianpe 
to prove its leading-edge cre- 
dentials.- It. is competing 
with some of the hugest 
names in global teltombs for- 
a share of;BrazU’s fest-grow- 
ing celltilar market.. Later 
this year, it hopes to join 
with a. 0obal operator to bid 
for one of four .companies 
that will replace the * 28 'pob- . 
lie sector* utilities offering 
fixed telephony. Each new 
compai^ Is expected to fetch 
at least*55tml 

-Algar’s* core business is 
CTBC. the country's only 
private operator of fixed tele- 
pbemy. Itservqs athinlypqp- 
ulated.inland area straddling 
the state boundaries of 
Minas 'G^ais. $56 Paulo, 
Golds and Bdatb Grosso do 
SuL"’ • / 

Fr om^ .this modest base, 
C7TO is aiming for dramatic 
expansion. Under the banner 
nf l.i ghte l, a holding com- 
pany fw. Algar’s telecoms 
servi^ actrrities. it is part of 


a cozisortiinn which entered 
bids last yew for three out of 
' 10 -concessions - to offer 
'IBbaiid'’ cellular telephony. 

. niese will compete uith 
“A-band" cellular services 
ofEsred by the public sector^ 
to be grouped Into eight 
areas -before privatisation. 
Rival bidders include AT&ff', 
BeUSouth and Soutbwestem 
Bell of ^ US, France Tele- 
com, and Stet, the Italian 
operator. . 

Algar kno ws it caimot go 
it alone. Tf CTBC were left 
by itself ' after privatisation, 
it would' disappear," says 
Josd Mauro Leal Costas. 
Lightel's manag in g director. 
“We have some of the exper- 
tise needed for growth, but 
not all, which is why we 
need strategic partners." 

Ihe JhA such partner was 
-the ZFC, which took a 6 per 
cent stake in 1996. This gave 
Lintel the "seal of good 
housekeeping" needed to 
atfract business partners. 

Next on board ' was the 
Williams group of the US, a 
petroleum distributor which 
has developed expertise in 
lay^ and operatii^ fibre 
optic cables along its pipe- 
lines. It took a 20 per cent 
stake last year. 

A^ar is in talks with a 
third potential formgu part- 
ner active in telephcmy and 
cable television. Once a deal 
is readied. Lintel plans to 

-^na^fB an initial poblic share 

offering through Salomon 
Brothersi. incladtcig an issue 


of Level n American Deposi- 
tary Receipts. 

- Gunnar Vikberg, group 
manag ing director, says of 
-the new partuen “It will 
help to change the mentality 
of a company that has 
already chmiged a lot. but is 
still feeling the fact of being 
a private monopoly." 

The group was founded in 
1954 by Alexandrine Garcia 
Cheroe .Algar), a Portugese 
immigrant who made the 
daring leap into telephony 
after starting in business 
with a marhinp for h nalring 
ri ce an d a petrol station. 

CTBC grew by acquiring 
small telephone companies 
and was the only operator to 
resist nationalisation under 
the military ragimo from the 
mid-1960s. Conscious of its 
vulnerability, it moved first 
Into .agriculture and then 
developed an exaggerated 
teste for diversification. By 
the late 1980s, it owned 64 
companies with activities as 
unrelated as car sales and 
flower airanging. 

I n 1989, Luiz Alberto Gar- 
da. son of the founder 
and current president, 
brought in a troubleshooter 
to sBni the group down. It 
remains one of the most 
diversified in Brazil, with 22 
companies producing turn- 
over of about 5870m, but is 
much more focused on its 
core areas. 

Mr Vikberg. who joined 
early last year after heading 


the Brazilian operations of 
Ericsson and Xerox, would 
like to go further it is hard 
to see the connection 
between telecoms and a 
health spa. for example, 
althoi^ the spa does make 
money. 

In any case, be says. Algar 
is true to one principle: 
“Shareholders can diveisli^’. 
companies can’t” 

With that in mind, be has 
overseen the restructurlag of 
the group into three distinct 
business areas. The first is 
Information Technology, 
whid) includes Lightel, cov- 
ering CTBC, telecoms ser- 
vices for other operators, 
and cable television; Algar 
Bull, a joint venture with 
the French multinational 
offering IT products and ser- 
vices across South America; 
and Xtal, a manufacturer of 
fibre optics. The second is 
Algar .Agric, tbe agricultural 
division; and the third cov- 
ers residua] service and sup- 
port companies. 

Under these headings, the 
group’s inclination tow^s 
services and away from man- 
ufacturing is becoming 
clearer. Mr Garcia says it 
win continue to concentrate 
more on the fonxier. 

Algar -Agric, whose share 
of group turnover has fallen 
from half to about 15 per 
cent as telecoms and IT have 
grown, is no exception. It 
has six business areas, con- 
centrating on processii^ and 
marketing more than pro- 



Privatisation of Brazil's telecoms network is gaming pace af 


duction. and each is seeking 
strategic partners. 

The brightest future is 
seen in “precision agricul- 
ture". offering crop manage- 
ment services with satellite 
monitoring. Algar Agric 
reached agreements this 
month with Manah. a local 
fertiliser company, and US 
groups Case ftractors and 
equipment) and DuPont 
^insecticides and fangjddes), 
and has begun pilot pro- 
grammes on 20,000 hectares 


of farmland, three quarters 
of it owned by clients. 

Mr Vikberg says the sepa- 
ration of Algar's business 
areas was essential to attract 
partners to its core telecoms 
acti'vities. and in allowing 
the others to concentrate on 
their own areas. If Algar 
Agric produces a decent 
return, say 15 per cent, he 
might even think about an 
IPO. 

Jonathan Wheatley 


Globalstar 

satellites 

launched 


By Christopher Parkes 
in Los Angles 

Tbe first four tele- 
comnmni cations satellites in 
a planned “nedtiace" of 48 
for tbe Globalstar mobile 
telephone system were suc- 
cessfully laizDChed from Flo- 
rida at tbe weekend. 

Bernard Schwartz, chair- 
man of Space Systems/Loral, 
tbe biggest shareholder in 
the venture, said the launch 
reinforced Globalstar’s con- 
fidence that it would be able 
to start its worldwide ser- 
vice on time, in early 1999. 

Foot more satellites are 
due to be installed in orbit 
from the US on April 24, fol- 
lowed by three farther rock- 
ets - each carrying 12 satel- 
lites - launched from 
gagghhctaTi. Installation of 
tbe rest of tbe fleet is sched- 
uled for early next year. 

Meanwhile, Iridium, a 
consortium led by Motorola, 
was forced to postpone its 
weekend launch of flve more 
satellites because of bad 
weather at its Californian 
base. This S5bn venture 
already has 48 of its 66 sat- 
ellites in position, and 
expects to start its service 
lata: this year. 

Globalstar,. comprising 
US, European and Asian 
haniware and telephone ser- 
vice companies, is 39 per 
cent own^ by Loral, a lead- 
ing satellite manafactarer. 
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COMPANIES AND FINANCE: ASIA-PACIFIC 


Export ban 
hits LonSum 


By Sander Thoenes 
In Jalcaita 

London Sumatra Plantation, 
one of last year’s most sue* 
cessful Indonesian stocks, 
yesterday said tbat a combi- 
nation of an e^^ort ban on 
its palm oU and tbe collapse 
of the rupiah would produce 
a net loss for the first 
quarter. 

**We're not going to be in 
the profit zone." said Jim 
BeU, finance director. “The 
operating profits are 
e.Ytremely good. VHiere we 
take a hit is on the foreign 
debt.” 

1110 collapse of the rupiah, 
which fell below Rpl0,000 to 
the dollar yesterday, 
revealed LonSum’s ofishore 
exposure in forward con- 
tracts for dollars and in debt, 
both In syndicated loans and 
promissory notes. Simulta- 
neously. an eicport ban has 
left the group dependent on 
depreciated rupiah revenues. 

LonSum is trying to 
e.xtend the maturity date for 
S122m in syndicated loans, 
for which the second Sl(kn 
tranche is due in May, and 
for $40m in promissory notes 
due between April and July, 
which would be reported as 
unrealised losses for the first 
quarter. 

Mr BeU said the company 
also had four forward 
contracts worth a total of 
$30m. with an average 


exchange rate of Rp2.846 to 
the dollar. 

Forward contracts, a com- 
mon practice when the 
rupiah depreciated only mar- 
glnaUy for years, gave sev- 
eral leading Indonesian con- 
glomerates negative net 
value when the rupiah fell. 

LonSum has renegotiated 
two and is in talks on 
extending the other two, Mr 
BeU said, adding that the 
company had mentioned its 
practice of forward contracts 
in the notes to the 1996 
annual report. 

‘This was done just after 
the IMF and the World Bank 
gave Indonesia a clean bill of 
health,” Mr BeU said. “His- 
tory has prov'ed otherwise. 
We acted in good faith.” 

LonSum also faces an 
indefinite export ban on 
palm oU and its derivatives, 
designed to ensure cheap 
domestic suppUes of cooking 
oil despite the collapse of 
the rupiah, which h^ ren- 
dered exports much more 
profitable than domestic 
sales. 

Indonesia had promised 
the International Monetary 
Fund that it would lift the 
ban in late January, but has 
yet to do so. Plantation own- 
ers say the difference in 
world and domestic prices 
has encouraged widespread 
smuggling and stockpiling, 
leaving Indonesia stUl short 
of cooking oiL 


Australia banks stumble in re 



A ustralian bank 
shares tumbled yes- 
terday after Stan- 
dard & Poor’s, the US credit 
rating agency, downgraded 
Its rating outlook on ANZ 
Banking Group from stable 
to negative. 

The agency affirmed 
ANZ’s AA- rating, but 
warned that the group’s 
exposure to relatively 
higher-risk Asian markets 
could weaken its asset qual- 
ity and profits over the short 
to merUum term. 

S&P's announcement fal- 
lowed a similar move last 
month by Moody's Investors 
Service, a rival agency, to 
downgrade ANZ's rating out- 
look to negative from stable. 

The downgradings are the 
latest development to affect 
Investcw perceptions of Aus- 
tralia's hanking sector, OntU 
recently a star performer on 
the stock market. 

The four top banks, while 
relatively healthy in terms 
of capital sffength anri earn- 
ings. are facing growing cost 
pressures and intensifying 
competition in the domestic 
financial services market. 
Internationally, business is 
dwindling in Aeir area of 
expertise -- the .Asian region. 

AMZ, the weakest per- 
former among the leading 
banks, has bom the brunt of 
the sector woes, brought on 
by the Asian crisis and exac- 
erbated by lower earnings 
forecasts, shareholder dissat- 
isfaction and an Indian court 
ruling earlier this month 
against its TnHian operations. 
S&P's announcement sent 


Banking on growth 
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Australian bank shares tum- 
bling. with A3^ falling 21 
cents to Ag8.43 yesterday. 

National Australia Bank, 
the largest in terms of mar- 
ket capitalisation, fell 22.8 
cents to AS19L02. continuing 
a slide triggered last month 
by disappointing first-quar- 
ter net profits. 

Commonwealth Bank of 
Australia dropped 67.6 cents 
to AS17.58 and Westpac fell 7 
cents to AS9.91. Banking 
analysts, many of whom 
have lowered filll-year earn- 
ings forecasts for the top 
banks, said thar hanif shares 


appeared to have passed 
their peak. 

S&P warned yesterday 
that all four top banks had 
“moderate exposure to 
hi^ier-risk As^ markets". 
Ihe agency noted, however, 
that the banks had a strong 
degree of flexibility to 
absorb any potential losses. 

The combined assets of the 
big four represent 65 per 
cent of the Australian 
banking system’s assets, and 
together the four had an 
Asian exposure equal to 7.5 
per cent their assets, or 
about AgllAbn. 


However. ANZ, -with the 
heaviest Asian .exposure, 
bad direct exposure in the 
regiOD of AglAAbn, equal to 
10.4 per cent of total assets, 
while CBA. the biggest 
domestie mortage lender, 
had a low of 4A pear cost, 
according to S&P.- 

John McFarlane, ANZ 
chief executive office, noted 
yesterday ratings' agen- 

cies had dumged. tiiw oot- 
Jooks for many other banks 
aannmd the world with mqpo- 
sure to Asia. 

“While'we understand the 
ttPwHmBnt hAhifiii thitt decl- 


THIS NOTICE IS IMPORTANT AND REOUIRESTHE IMMEOIATE ATTENTION OF BONDHOLDERS. IF BONDHOLDERS 
ARE IN ANY DOUBT ASTOTHE ACTION THEY SHOUL07AKE.7HEY SHOULD CONSULTTHEIR OWN 
INDEPENDENT PROFESSIONAL ADVISERS IMMEDIATELY. 




B.A.T Capital Corporation 

fiT miTnnfT)irnTiTniTii'<i rf ifrir>T~ffrn fiirrnnTf rn p -rmriTi l mrfffin ‘tnmi iV fT i iftiiitnin . USmj 

Notice of a Meefing of die holders of the outstanding 

U.S.$500,000,OQO 6Vi% Guaranteed Bonds Due 2003 
of the Issuer 

ithaWMdiokfen-arMn»Wancb*<8spectiMMy) 

NOTICE IS HEREBY GIVEN that a Meeting al the BondhoKleis convened by irie laeuer vrU fie heU at the offlcas of Hertiert Stravi, Eschange Houm. 
Primrose Street. London EC2A 2HS, England on Thursday, t2tt) March. tS98 at 10.30 ajn. (London time) for the purpoee of considering and, if thougm ftL 
paeMng the following Resolution which wll be propoeed as an Extraordinary Resolution In accordance with the provttone of the Trust Deed dated 24th 
NovantMT, 1983 (the Trua OeetfT made between the IsBuer, SAT IndusMes pj.a as guarantor (the -Guerantor*) and The Law Daberttura Trust 
Corponaon p.1 A 'Trusteen as ftuBtsB tor the Bondholders and omsdbidng me GondK 

EXTHAOHOINARY RESOLUTION 

*THAT this M ee ting ol the holders at the outstanding U.S.SaQ, 000.000 6*.4% Gueraneed Bonds Due 2003 of BAT Cepitaf Corpomfion (ttia "BofxlB- and 
(he Issuer' re^wcDveiy) corHiiiuiBd by me Trust Deed osted 24m November. 19^ (me "Thaa Dee^ made between me isauer, BAT Musoles pJ.e. as 
guarantor (the 'Guarantor'} and The Law Debenture Trust Corparatron p.l.c. |lhe 'TnuMe') as trustee for me holders of the Bonds (ita ^onwwtdera'} 
hereby: 

(1) sanctiam and approves ms early repayment of all (bul ml some only) of the Bonds alaiapeymempitae (me VTepaynwntPrican which is the higher 
of par and the prtttfespreesed BBS percentage of the principal arrwunt thereof rounded to three dechnsl pieces. 0.00(Sbemgm«Kfed upwards) 
vwilt;hme|ynMwvlBnipSflnyleHt»ilh»Bori»teteaqui4temMiilBpcmt«i(ompeT™m){tMi»wtiitjfifpijil h e<l f) sbrwetheg>r?ewrede^^ 

on die Unted States TtaaauryffiWfa Notes due January 3t 2003 (the “HelarenceNoiear) (expressed aa a pBrcenagstamtcalQaalad In accor da n c e 
wim the Inlemaifcinal Sacurtilea MarfietAssodethin Tomulae for YMd and OlherCalcuialkvi^, Chapters, paragrapta &3.1 and 8.3.7, based on me 
bWaMe price lor (he Rrterenca Notes as reported on ThlaralB page 500),tetiaa3oartaln^ by GoldrrMn Sachs In tetieUKj naJ as at 3.00 pjn. (Lorxlon 
time) on me tlm business day in both Londbn and New Ybrtc City foBowIng the data on whlcn this Erdrsordrtajy Rasolueon is passed, (he tM side 
prios of me fleteience Notes at such dme on suUt day (or. 8 notthenavellAle.Bt me most recent practicable ttme prior (hereto) X> be da te iin ln ecl by 
Goldman Sacha Intarnadonal (the *Proposan: 

(2) sancnortaihaeertyrBpayriie'nby the Issuerofalfbutnaisorneonly) of me Bendsonma data beinBthefowmbuBinaaBdBy In both London end New 
Ybrit Qly foUoHlng the dale on which Vws EMieoRSnaiy Resolution Is passed (the *Revlsed RetHtymenl DeW) m aceontanee vrita me Preposal, 
together wAh accrued Intareel, su^ that the Issuer shell then be bound ID repay me Bonds on such data el the R^eymem Price and pay irmreai on 
the Bortes In aceordanea wtm the Tam« and Conditions at the Bonds up to but eadudng the Revisad Repeymont Du. subject to the provialons ot 
CondMon 7 ol the Bonds; 

(9) sanctions every modfficadan. abrogation, vartattan or corrvrwnlse of. or arrangement In respect of. the rights of the Bondhofdani and the helden of 
the Coupons appertaining to the Bonds against the tasuer and the Guarantor, whether or not such rights artae under the Thtat Deed, involvsd In or 
resulting from the Proposal and its ImpIsmeniBtian; and 

(4) authorises and directs the Trustee to concur In the imptamentatlon of the Proposal and this EttaortlnBryRaeoiudon and to exeeuta and do aU such 
deeds, inairunientt. acts and Vrirtgs mss may be necnsary or etwedten t to carry out and give e(M to the Prepced and mie EtaraonSnary 

njRTHEH INFORMATION 

On i6th Octotier. 1997. n was erstauneed (me 'AnnouneemenT) that me boards o( the Guaiantor and Zurich msunnoa Compacry CZurtdri had reached 
agieemem prhcipta to rneige the Guarantor's flnandal sendees businesses wim Zurich to crseto a new combined financial servtoes buslneas to be 
called Zurich Rnanoal Services Group. A legaly blndng aweemeni relating to me merger was subsaquwitty entatad into by Ihe Guarantor and Zurltfi on 
22nd December. 1997. hnplementallen ol the merger may give riae to an evem el delautt in Tesped el the Bonds wMch may, In him. re«A m the Bonds 
becoming immedately due and repayable at partogeiher wim aocnjed imeresL In the Announcefflem.it was stated that me Guarantor wished to pratect 
the Interests of the existing hoUers of loan stoch. bonds and notes Issiied or guaranteed by the Guarantor and had in praporetfon for the annoiiTcemem 
el the merger, put m place an underwritten llnanang ladnty lor its general uspo i aw p ur po s es which wouW enable sudi debt to be unname d. The 
Proposal rallecstheQuarentor*s desire to protect the in rere sM ofthe8ondholdtf9.Sw>emM proposals riave eta e been fermuteted tor the early repeymew 
of (he outatantfng £313. 694.8 82 12V. per cent Unsecured Loan Stock 2003/2008 of me Guarantor and the outstanding £200.000,000 8.5 per cenL 
Guaranteed Bonds Due 2005 and £300.000.000 9'.i per cent. Guaranteed Bonds CAw 20eo of BAT. Intentaborta) Finanos p.Lc. gisrantaed by me 
Guarantor and such proposals are being put before the hehfeta of those securities lor dialr approval on 20lh February, 1996. The outsarttfng 
U.S JHOO.000.000 e% Guaranteed Notes Due1998 of the tesuer guaiardeed by the Guarantor wfticn matore In Apdll996 wffl be repaid in aceordarree wim 
their terms. lmplementa5enefmePtoposan8noTcorafltlenalupananyprDpas8linrelatlentoa.7y0(hersecuridasefthelesuer,theGuaraniororBr7Of the 
Guarantor's other subsidianes becoinng eOective and rmplementeben of (he m er ger is net oondUfonal on approvta of me PrqEtosal by the BonWwIders. 
For fflustrstve purposes only. It me Repayment Price had been required to be oeisnnlned cnizm Vebruaiy. 1998 (the tatess precdcttle data prior to the 
publication of this Notiee) K would have been U.S.61.032.38 per U.8.S1 .000 principal amourtf of the Bonds. ITie bid side prin of me Bonds on that dole, as 
given in the International SecuoMs Market Assoeason's WeeWy InteiTtaticnal Securtaes Guide' of tXh F^.iaiy. 19M, was U.SX1, 02125 per U.S.9UIQ0 
pnndpel amount ol the Bonds. However, the actual Rep ay ment Price wB not be de ta iminedwM me first b uM i esB day maom London and New fork Ctty 
following me date on which the Sxtraordinar/ Resolution ts passed and it could be higher or tower man such price d e uwi dbi g on (he price of the Hefere n e e 
Notes on that date. 

In aecerdanea with normal practice, the Trustee, whch has not been inverveOn the lormutatlcn of me Proposal, etoireiiesnoopinton on the merits of the 
Proposal. It has, however, aumonseo it to Oe staled that on me basis of (he mfomaScn set out herein, c has .no oB jecaon to me Ettantanary ResotoBon 
baiiig prssenied to the Bondholders for their constoeretion. The Trustee recommends Bortohoktars whc a.-e in any doitot as ai the impact of the Propo sa l 
or the tax consequences of its im p iemen ta t to n lo seek their own professional adwce. 

The D ir ectors of the tesuer and the Guaramor, wne rnve received edvtoe from Goldmar Sa^ ireBmaLoral as to the Repayi.w i u Price. oa a Wer mat Vm 
terms ol the Praoosal oomlned ur me Erbaordmary ResohAKin are tair arto reasenable and in me best nerests of BondheMers as a vrtwte. GeUfenan 
Sachs Intematienal has given advice exclusively to me tesuer and me Guarantor and has no duty or respcnsibi^ to the Bondhtaders m connecden wim 
me Proposal. 

H the Extreordinar/ Reseiufion IS passed, payments of me Repaymem Price and accrued interest wiQ ba rrada m acBotdertos with Certotoen 7ef the Terms 
and Conditions el the Bonds on presentation and surrender^ the Bonds and afiunrtwairedsiterestcsupcns appertaining merstoal me specif office ol 
a Paying Agent on or after the Revised Repayment Date. 

The attention of Bendhetdera la pertleularly drawn to the quorum required for the Meeting and for an aiQeuriMd Heating wtitoti to sat out in 
paragraph 2 of “Voting and Ouerum” belewL 

Copies ol voting cenfiieates and vobng instruction fonns are avaHoble tor eoUecden and copies ol the Trust Deed (aidudng me Terms and ConMona of 
the Bonds) refeneo le in this Notiee. the Announcement, the Paying Agency Agreemem dated 24to Nevenber, 1993 retataig to the Bonds, the Offenng 
Circular dated 23rd November, 1993 in respect of the issue of the Bends and the Annual Repert and Aceourita sf me Guarantor for each of the years ended 
3191 December. 1995 and 1996 are avaUabie tormspecben by Bondhotoers at the spedfied offices of me Paying Age^ sat out bMow. 

VOTING AND QUORUM 

1. A Bondholder vnshmg n attend and vote at me Meeting m person must produce at the Meefirrg aimer the Bond(s), or a valid vobng cerWtoate or vaM 
voting certrficaies issued by a Paying Agent relative to the Bondisi. in respect of wfx^ he wtates to vste. 

ABondhower not wishing to attend and vote at the Meeting in person may either cwSverhisSonOisl or voSngcertWcaie(s) to the pereon w hCBi he wishae 
to attend on hts benalf or give a voting instrecoon. aimer on a voting inssucden tonn (Qbiamabte frer. me spsoAed OOiCM or (he Paying Agents set out 
below) or. where his Bend(s)israre held by Cedel Bank. soeiiM anonyme 1*Cedei Banin or Morgan Gua.-ar^ That Company of New 'r^Brueaete 
office, as operator of me Eurodear System ('Eurectaar'), in accordanoe with (he procedures of CedelBtoA or Euredear.lnamjctlng a Paying Agent to 
appoint a proxy to attend and vote at me Meeting in accordance with his tosbucttons. 

Bonds may be deposited with any Paying Agent or in the satisfaclion of such Paymg Agent) held to its order or under its conuoi by Cedai BwKor 
Euioclear or any other person approved by such Paying Agent tor me puipose of obtaining citr c ate a or gnring vo dn g SstrucbORS n reject of 

the Meeting, until tne time basig AS hours betore the tirne appointed tor holding the Meeting (or, if appfieatfe. any ec^cuned such Meefing), but net 
thereafter. Any Bondfs) so deposited or held win be released at the corvpusion of the MeeCng (cr. If a^Gcable, any ai^ouineO fiucn MeeOng) or upon 

surrender of Ihe voting oeitiflcate(B) or. not less than AS houre before the ttrne for which me MeaCng (or. if eepOcabte. any ei^umed such Meetaig} is 

convened, me voting instnictton roeelptfs) issued in respect thereof. 

Z The quorum required at ms Meeiiiig is two Of more persons preeent In person hewing Bonds or woUng cta iHl ca taa or betnqpf oi des id hotding 
or representing In 6ie aggregete net tees ttisn three quertere In prtnotpnl amount at the Bonds tor the tune being outstanding (oe deftnod In 
the Trust Deed). If a quorum is not present at me Meeting, the Meeting w9 be a^oumed and the E i Cr Sa r^nary Resofubon wfl be constdersd at an 
adjourned Meeting (notice of which will be ghren to the Bondholoers). The quorum at such an a^cumedMeeangwis be mre or mere persons proeant 
in person holding Bonds or voting certificates or being proxies and holding or representing In the sggregsta not less than one quarisr in 
prfneftial amount of the Bends for tin time bsfaig outstanding. 

3. Every question subnatted to the Meeting wB be decided on a show el hands untota a pen is duty deir^ntted by the Ghtaimano) me Meefing or by ms 
Issuer, the Guarantor or ms Trustse or by one or mere persons holding Bonds or voting cerUficaiss or becig prases and hewing or representing in ths 
aggregate not less titan 2 per eem. Ill prirnpel amount of the Bonds then outsantang. On a shew cf hands every paaon who is presM in parson and 
produces a Bond or vo^ cenificste or is a proxy shal have one vote- On a pan every person who 'a so present shafi have one vote in raspect of es^ 
U.S.S1, 000 in principal amount of the Bonds so produced Or represented by the voting corticate 90 produced or in respect of which he a a proxy. 

4 TbbepeBe6d,theS3(traenIinaiy Resaludon reqwres a mtoonty in favour oonsisllng of not less Stan three qusftsre of the votes cast H passed, me 
Extraordrary Resolution wB be btoding upon aB the Bondhcidsrs. whether or not preserj at me Meebng anti whetiter or not vtwng. and upon aUheWars 

of Interest coupons appertaining to the Bonds. 

5. Bondholders should eeniaet the feSowing (or further infomulion on voang at the Meeting' 

The Chase irianhattan Bank (ansniion: Trevor Hearn: telephone t-44 (0) fTi 777 SAiS. faesfrrtie *4* tOi i7i 777 seioi 


PRIHCIRAL PAYING AGENT 
The Chocs Manhattan Bank 

Trinity Ibwer 

9 Thomas Mors StreeL London El 9YT 


OTHER RAYING AGENT 
Chess Manhattan Bank Luxembourg SA 
SnrePlaetis 
L-2336 Luxembourg 


Trite NoBos Is given by: 

BAT C^Kal Corporation 

2600 Weaver Road. Macon, George 31298. U.5.A. 


TRUSTEE 

The Law DettentursThist CcrporatJen pJid. 
Prfness House. 95 Gresham Street 
London EC2V7LY 


Dated 17m February, 1996 


Newcrest mine 
to open ahead 
of schedule 


By Gwen Robinson In 
Orange. New South Wales 

Newcrest Mining, the 
Australian gold minir^ com- 
pany, said yesterday hs new 
Catiia gold-copper project in 
New South Wales would be 
commissioned ahead of its 
July e chpdnip ewrt iinffpr its 
original budget of Agmim 
(USS296m). 

The open-cut mine, whidi 
is expected to produce an 
average 293,000 ounces of 
gold and 33,000 tonnes of 
copper a year, will be one of 
the largest in eastern Aus- 
tralia. It was expected to 
make its first shipment 
of Cf^ipsr and gold to Japa- 
nese customers in tiie tiilrd 
quarter. 

Ridgeway, an underground 
gold-copper mine being 
developed by the company 
nearby, would be in full pro- 
duction by 2001 or earlisr. 

said Gordon Galt, managing 
director of Newcrest 

A thfrd development the 
S80m GosowtMjg gold project 
in Indonesia, last week 
reort ve d the go-ahead from 
the Indonesian government 
to allow construction to 
begin witiiin we^. 

The new prqiects, together 
with Newcrest’s betteAban- 
expected quarterly report 
last month and recent 
increase in share price, indi- 
cate the company Is recovo> 


ing from a series of problems 
m the past two years, ana- 
lysts said. 

Mr Galt was appointed 

manag in g dkectOT in Dec^-. 
ber. after Newoest's ibaiicet^ 
eapitaliaation fell from a 
high of Agi.6Im in 1S96 to 
about ASSTDm in .eady; Janu-' 
ary.. It has. since; risen, to. 
about Ag47(kn. Mr Galtaakl 
yesterday. 

The company's problems 
began with its fidled attempt 
to merge with Normandy 
Mmhig a South Austrafisn- 
based company and were 
exacerbated by the fitll in 
gold prices and the poor 
formance of its .TeUbr gold 
mine in Western Austnilia. 

b January, however, New- 
crat reported inqjirGfved out- 
put from Tel£Br and its 60 
per emit owned New Celebca- 
tion mins, also In. WA. Bar- 
hn* thie mopHi, the company 
said it had acquired the 
remaining 20 per cent of the 
mine from Pacific Nevada 
Mining, a sabsidiary of Euro- 
Nevada Gold, of Canada. 

Mr Galt was proceeding 
with plans to resttuctuze the 
company's operatiOzu and 
furtter lower production 
costs. 

In yeetardasr's trading cm 
the Australian stock 
exchange, Newcrest shares 
were down s.l cenia at 
A61.91, but wdl ahead of its 
1997lowof A9U2Z. 


Thai pay-TV 
groups link up 


By Ted Berdacke 
In Bangkok 

Thailand’s two pay- 
televisioD companies, bter- 
satlonal Broadcasting 
Corporation and UTV Cable 
Network, yesterday agreed 
to combine tb^ busmesses 
in an attempt to survive the 
country's economic oisis. 

The agreement, which sees 
both companies retaining 
their distinct corporate iden- 
tities and broadcasting tech- 
nology, wiij create a monop- 
oly in Thailand’s relatively 
small pay-TV maricet. 

At least 900 employees, or 
about 40 per cent irf com- 
bined st^. will lose their 
jobs. 

The deal also represents 
co-operattoa between two 
bitter rivals in the country's 
telecommunications indus- 
try. Shinawatra Computer, 
the majorit}' owner of IBC 
along with MIH. the South 
Africa-based pay-TV special- 
ist, operates the country's 
largest mobile telejdione net- 
work and has a monopoly on 
domestic satellite transmis- 
sion services. 

Telecom Hol dings, the CP 
Group subsidiary which 
owns irn>'. operates fixed 
and mobile telephone lines- 
in Bangkok. 

Under the agreement. IBC 


win buy 86 per cent of DTV 
from Tslecom Holding witii 
237m newly Issued sham. 
Telecom Holding will be the 
biggest shareholder in IBC, 
with a 48 p» cent stake. No 

rash telQ 4dumge aiyf 

executives said both cmnpa- 
nles had been valued "about 
equally". 

The conqnnies will not be 
merged, as they hold sepa- 
rate operating conces^^ 
from the Thai govemmenf 
and use different btoadcasb 
iog tedmolo^. • 

UTV. with 250.000 sub- 
scribers, employs traditional 
cable, and IBG, with 160,000 
subscribers, uses direct sab 
^te delivery^ 

Both companies bad been 
suffering significant losses, 
partly owing to hiA start-i^ 
and investment costs. Most 
of then opowtiag costs, sudi 
as programming- and equip, 
ment most be purcfaiised in 
dollars while revenue is . in 
the devalued local currency. 

Executives of Che two 
companies said they hoped 
that by merging they would 
be In a strong posttitm. to 
negotiate diseoxmts from 
international programmers, 
particularly es there would 
no longer he competitive bid- 
ding for crucial basic pro-' 
grammlng such as CNN, 
HBO. ESPN and caiaimel v: 


Sion, we believe they have 
been unduly cautious in our 

case,” Mr McFarlane said. . 

The Asian regitm stiD held 
strate^c importance for 
both -ANZ and Australia, he 
said. The group had redi^ 
its exposure to Asia since 
last September, when the 
erigia began. Mr fi^’axlane 
: said ANZ planned to con- 
tinue reducing higher-risk 
ezposixros. but would ti? to 
preserve with Impor- 
tant Asian ellmits. 

N ab has also suffered 
from its relatively 
large Asian expo- 
sure awd substantially 
increased its bad-debt provl- 
gfftniwg this year as a result. 
S&P said NAB's encposure 
coiild lead to a “modest 
weakening” in its asset qual- 
ity, although was not expeo 
ted to cause a material weak- 
ening of its credit profile. 
..The continuing commit- 
rnwi*' to A^ evidmit in Mr 
McFarlane’s wrads- summed 
up a new. dilemma for Aus- 
tralian banks: lacking the 
and . global spread of 
-their US and European coon- 
teipartSr ttiey have matte a 
SpMdality cd culttvatingtheir 
own backyards for interna- 
tional busdnesa. 

They now have little 
choice bnt to hope for a 
revival in r^ional maric^, 
or else embark on costly, 
and potentially risky, eqtan- 
sion in developed western 
markets. Meanwhile, large 
.femrign banks have taken a 
fr^' interest in Australia’s 
rapidly growing domestic 


financial services market. 

In the last few months;. 
Salomon Smith Barney.* the 
inv^tment banltisg arm of 
Travelers Group of the US, 
ABN-Axnro. the Duteh 
investment back, and Deut- 
sche Bank of Germany have 
all made high-profile pur- 
i4iagflc of brokers or invest- 
ment banks in Australia. 
With large asset manage- 
ment businesses, the foreign 
rtnmpani'ae havs laid down a 
daunting challenge to the 
Australian banks, which are 
trying to build their asset 
management opsirations. 

Iliat dilKoma has high- 
Ugh ted an inexeasingiy fierce 
debate in Austialia between 
the rianiring- industry and 
government regulators over 
restrictions • on mergers 
within the dom^e banking 
industry. Bank executives, 
led by Don Argus, chief exec- 
utive of NAB, have criticised 
the government for failing- to 
act on the reoommendatfons 
of an inquiry into Austra- 
lia's banking-industry which 
ca l M for an end to the ban 
on bank mergers. 

Mr Argus warned tiiat 
Australian banks were los- 
ing out to ^obai competi- 
tors. “There’s a body of 
people in Australia vdio'd 
like to put a big fence 
around Australia . . . it’s 
absolutely ridiculous and 
what the government now 
>»aft to do is sell its reform 
programme to the people 
anR tabft the people with 
them.” 

Gwen Robinson 


Asia-pacific news digest 


HK newspaper 
group advances 

•goiitii GMrta Moramg Boat (Holdings'), publisher a£ Hong 
Eoi^s iMrttng Rn gTiBh- iangnagia newspaper, yesterday 
report^ an ^ per oeatt hmrease in interim net profits, 
frmn HK$444.lm for six montbs'to December 1996 to - 

HK$498A6m.CUS968.4o^ in the same period last year. 

However, Suok Khocn San, who recently succeeded 
Robert iT«o lr. his fothor, as rhaiwnaT^^ warned that the 
Asian ftnarit^ai i-r feia woold reduce advmtiting revames 
^this j^ear. “The r^totud ffwawHat turmoil whl^ mani- 
fest;^ itself in HongKong in'1997 win take its toll in 1996. 
vrttti pr igie riy prices and retail conditiona bring severely 
di^iiessed and employment sentlmeuts being inevitably 
ofiectad. lactcirs'.V. wlU have a ne^tive. impact 

ripen, advertising levrizues.'* EIbwiever, Mr Eu(&' said out- 
goinga were betug reduced: newsprint costs ria«i weakened 
and were unlikely to rise during the remaind^ of the 
financial year. He eipected ihe company's operating costs 
were likely to be init 

Sunisgs per sham loae IBB per coat from ai.ga HE 
centato 23.78 HK cents, while the interim dividend has 
been lifted 25 per cent from 12 HK cents to 1$ HK c^its. 

£m4^ Xmcos, ffong Eonff 

m THAILAND 


Currency losses put airline in red 

Thai Airways lotetiiatioDal, the state-owned flagabip car- 
rier, irasterday reported a lott of Bt26.7bn (S576m) in the 

first quarter because of onhanges losccs of 

Bt27bn. 

When tile baht was devBlned last July, the company 
msemected to benefit, as neariy three-quarters of its 
revenue and just over half its expenses areinforelgn caf- 
ren el e s . But the huge losses result from the Increased cost 
of its doDar^denomlnated debt, am« nnting to about yiffbn 
Without ti» increa sed debt-sarvicing eratb;, t h*» ftmnpaTty 
would have made a pro fi t of about Btishn in the quarter, 

compared wife a net profit of BtLBbn in the same period 

o f the previous year. . Thai Airways has also been tait by a 
downturn in demand for its r^onal routes, particularly 
to South Korea, Hong Knng and Singapore. 

The losses and resulting negative equity are likely to 

complicate the 'Thai government’s plan to sea a subetan- 
tial portion of its 98 per cent holding in the carrier which 
it has promised to do. by the end of this year. 

. Bardacke, Bariffkok 

BANK OF CHINA- 


Hong Kong ann dimbs 7% 

Ihe Bank of China yesterday azmounced-a rise in net 
profits of just over 7 per cent for its Hong Itong and 

Macao divisuma last year, but warned of a more difficult 
environnKait in 1998. 

Tlmta^ declined to give details of profit figures, but 
said profit growth would fall ttds year the ' 

im^ pf the regional finandal crisis and the downturn 
!^^.?*^^*^^coaomy.'Tleposft growth will stow 
wi^ the cost of capital will incr»se,“ it warned. “Local 
and zeglanal economic slowdown win lead to d fm r fl scd 
toan d«aaM rating in fewer opportoniti« for utiHsa- 
™ win farther narrow the deposit to 

_ Bank of CWna has expandsd rapidly in Hong Kona. 

beeo^ one of ^ territory's biggest lenders. Customer 
m. Bong Kong and Ma<^ rose 6 per cent to 

^ ^ 

31 percent to HKB426bn. Assets dimbed to HK$l,060hiL . 

. Siddkiff. Sang jpvnp 


nNAMCIALTIlieS 


l&Edtos 


The FT ean help you reach additionaf business 
readers In frsflea. Our Hnk with the French 
business newspaper. Lea Echos, gives you e 
unlqM wrulimem advertWqg oppcirtunliy to • 
cepitaliBe on the FTs- European readership 
and 10 targM the-French business world. 

ratee and further .. 

; ‘*^R'Ylai>Cro(bon-»44i7i 
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By Mieltiyo Nakamoto 
in Tokyo 

Canon, the .printer, copier 
and camera maker, bmshed 
aside sluggishness ta iT aiwm 
to post record sale and net 
' profits for the - 3 Pear 

nundng in 1997. 

Pre-tax proBts were is per 
cent up from ' Yi82.8bn to 
Y234.e0>n (SLSbn). while net' 
profits rose 26 per cent from 
YH2bn to Yliasba 

Group sales Ihr the . Year 
reached Y2,761bn, . r^resent 
ihg an Increase of 8 per.cent 
from Y2,55&2bn in 1996. 

The strong performance 
came , in spite of a sharp 
dOTfmtum in consumer 
spending'ih Japan last year 
and a slowdown in PC a ftle s, 
Canon derives aimnid- so per 
cent of sales from overseas 
markets. 

In its .business .equipment 
division, which contributed 
83 per cent to' net saT es . firm 
demand for digital - and col- 
our copiers ud computer 
peripherals - led - to an 
increase in sales of nearly 8 
per cent Axiumg peripherals, 
laser beam and bubble jet 
printers enjoyed strong 
growth. 

Canon said d eman d for its 
copiers was particularly 
strong in the Americas, 
where sales rose n^ly 20 . 
per cent, helped- by the 
weakness of the yen. Print- 


wen in scrong demand 
in Europe, where sales -grew 
l2ptf cent . 

Althoq^ the fall of' the 
yen last yam contributed to 
higher profit maxgins, rianwi 
said it lowered prices signifi- 
cantly' to refl^ the differ^ 
• enceJ ' ' . 

In .Ite' camoa .division, 
which, contributes just 9 per 
cent to net -^es. Canon 
enjoyed-buojant demand for 
a-ias^ of sznaD. li^tweigbt 
cameras. In' the advanced 
photo syst^ market, the 
company's IZY'model. whitdi 
is as* as ' a business 

card, continued to sell weEL 

Among conventional cam- 
eras, Canon’s U^tweigfat 
single-lens reflex modd, the 
New Eos Kiss, and the Auto 
Boy conqpact camera contin- 
ued to be p( 9 alar. 

The sharp downturn in the 
' seiMcoudnctor market hit 
sales of optical . prodticts, 
with sales In the division 
climbing just 3 per cent. 

In the current year, Canon 
forecasts groiqi sales to 'rise 
forther, to Y2,95QbD, and'net 
profits to grow to Y125bn on 
rmritinnifig- demand for its 
business machines and 
cameras. 

The company plans to 
increase capital spending 
from Y2i9.8bn to T240hn and 
to lift j^earch and develqp- 
menf expenditure Itom 
YlTlbn to YlSObn. 


Hopewell set 
for downgrade 


By Louise Lucas ; 
inHofiglCoiig 

Standard & Poor's is se± to 
cut its rating on Hopewell 
Holdings to below invest- 
ment grade, the Hong Kong 
based infrrastriicAure 
warned yesterday. 

. The ' US ' Credit rating 
agracy‘]^ bedi'cc^dera 
a dcwttgrading of Hopewell 
Holdx^ since la^' O^ber, 
after the -collapse of 
the company's- US$3.7bn cohr 
tract to bidld 'a mass-transit 
rail and roAd system in 

Since then, 'Hcij^ell has 
faced further setba^ as a 
mult d the regional finan- 
dal crisis, tot^indiTig doubts 
raised over a propf^ed 
second -power plant in 
Zndcmesia. 

Sir Gordon Wu, Hopewell 
chairman and managing 
director, sidd yesterday that, 
he had been told that S&P 
was considering lowering its 
rating, and ' that he was' 
expecting a cut from BBB- to 
BB with a stable outlook 

hfttog Tpalwtalned- 

He said he was not overly 
concerned. “St^dard & 
Poor's are reacting to the 


economic sitimtion in the 
Asian region . . . Tte risks of 
Hnifiig buriness in Asia- that 
win be outlined by Standard 
& Poor’s are not new to any- 
one who has ha<t their eyes 
open ' ovfer . the past few 
monthB.**, 

Analysts have vieWd the 
Oancdlaticm ^.ibe BEmg^ok 
;PF($^ - wln^.ti^'sWje^^ 
'tp ' iei^thy tussl^ and 
ddays, partly as a re^t of a 
change in the Thai govern-; 
mecit - as .posit^ for Hop^' 
well, althou^ tdtiinately it 
would have provided cash 
flow. . 

S3r Gordon said that - the 
group’s debt, levels, previ- 
ously the object critiasm 
by investOTs, .were now low. 
At Sq?t^Eier, recourse debt 
was 7 per ce^ and consoli- 
dated debt stood, at 32 per 
cent. 

. Hopewell has cash bal- 
ances of HESSbn (US$258m) 
awri a large ' ha'nlr 
Wan Chai, an important 
commeroial district in the 
ter ri tory, be added. 

The company’s main 
remaining • infrastructure 
project is' a 379km toll road 
network in . Guangdong 
province, in sonihem China. 


Manila 
orders 
utility to 
cut prices 

^ JusHn Marozri in Manila 

The TUUpidiie govemmeni 
yesterday ordered Manila 
Electric ;Company (Moaleo), 
the country’s largest distri- 
bution utility, to make a ret- 
rospective. price cat that 
analysts say could cost the 

. group llbn pesos <8273m). 

The Energy Regulat^ 
Board said Meralco must 
reduce its charges by 16.7 
centavos a kilowatt-hoar 
airi refund customers excess 
billing dating from Febru- 
ary 1994. At present, the 
group chvges an average of 
3L52 pesos a kilowatt-hoar. 

. The controvefsial decision 
by the EBB centres on Mer- 
aloo’s treatment of income 
tax as an operating expense. 
The regnlator also says the 
group overstated its assets. 

. Meralco argues that treat- 
ix^ income tax as an operat- 
ing. expense is consistent 
with previous practice, 
which has been endorsed by 
the EBB itself. It says the 
regnlator has already 
approved existing rate 
schednles. 

Meralco yesterday took 
out advertisements in 
Manila newspapers draying 
it overcharged customers 
and -saying it had made no 
attempt to bloat its assets. 

*lt’s like changing the 
rales of a baskefoall game 
in the fbnrth qnarto’, wip- 
ing out ail the gains you've 
scored in the first," the com- 
pany: said. '’This will have 
an inqpact on ail utilities in 
the Hiilippines." 

-Meralco said it was 
appealing gainst the deci- 
sion and requesting a tem- 
porary restraining order. 
Analyste said the issue was 
likely to be complicated by 
leg^ manoenvrings bnt 
woold add to native senti- 
metrL ' 

“If fb^ have to pay all 
t^ back in 1998, that’s a 
big hit," said a broker at 
ING Baring “They are 
ch alleng ing It, but I think 
there is a realisation on 
their part that they will 
ha've. to come to a compro- 
inise and 'make some rebate, 
$!ay 'about' 8 . centavos a 
kflowatt-taow. It leaves' the 
company in a state of uncer- 
tain^.” 

A 16.7 centavo cut would 
r^nresent a 30 pier cent cut 
in eandngs, from an esti- 
mated 7.2bn pesos last year 
to. about 5bn pesos in 1998, 
the broker added. 

Analysts also speculated 
on the timing of the ERB’s 
annonn cement, saying popa- 
Ust decisions by the govern- 
ment -were being motivated 
by the forthcoming national 
elections in May, amid an 
econcmiic downtnni brought 
cm by the r^onal crisis. 

Rum o u rs of an ERB move 
against Meralco have 
already driven its shares 
down 34 per cent from a 
year's hig^ of 168 pesos ear^ 
Her this month. 'Vesterday, 
the group’s B shares closed 
down 2 pesos to 111 pesos. 
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for airlines 


Asia proves good in parts 



T o anyone trying to 
book a flight out of 
Japan over the new 
year, the Asian aviation 
market did not appear to be 
In crisis. Finding a last- 
minute seat on a fli^t to 
Europe, Australia or south- 
east Asian holiday spots was 
an impossible task. 

There are parts of Asia 
where both local and inter- 
national airlines are suffer- 
ing severe damage as a 
result of the economic crisis. 
Air travel in the Asia-Pacific 
region is expected to grow 
by an aminal average of 4.4 
per cent over the next four 
years, against 7.7 per cent 
previonsly expected, the 
foternational Air Transport 
Association said yesterday. 

Before the financial crisis 
struck, tbe association - 
which r^iesents the world’s 
airiinpg - had predicted that 
the region's share of world 
traffic would grow to SO per 
cent in 2010 firom 35 per cent 
in 1995. It now expects Asla- 
Padfic's share to fall to 33 
per cent by 2010. 

But services to Asian 
countries less damaged by 
the crisis are holding up. 

In some cases, even pas- 
senger numbers to badly- 
affected countries have not 
fallen as much as tbe aii> 
lines had feared. While 
Asian passei^ts have been 
ftanr-BiUng trips abroad, tour- 
ists from the US and Europe 
have begun to take advan- 
tage of cheap holidays in 
countries whose currencies 
have been devalued. 

Even business travellers 
are continuing to go to some 


Asian countries affected by 
the downturn. Lufthansa, 
the German carrier, says it 
has noticed an increase, 
rather than a fall, in the 
number of European execu- 
tives travelling first and 
business class to Asia in 
recent weeks. 

Further evidence of the 
mixed effects of the crisis 
came yesterday when British 
Airways announced the sus- 
pension of services to Seoul 
from the end of March, but 
added flights to Singapore. 
Kuala Lumpur, Jakarta and 
Beijing. 

Kyle Davis, vice-president 
of American Express, says 
there is little doubt that 
Asia-originating air traffic 
has fallen. But there are US 
and European executives 
who see tbe Asian crisis as 
an opportimity and are fly- 
ing there to taicp advantage 
of it 'They see a chance to 
buy comp^es cheaply and 
to buy goods cheaply and 
export them," he says. 


But. Mr Davis warns: 
“That's the short term. In 
the longer term, we have cli- 
ents that have contracts in 
.Asia that are not going to go 
ahead. That's particularly 
true of construction compa- 
nies that bad contracts to 
build dams and bridges.” 

S ome aviation markets, 
such as South Korea 
and Hong Kong, have 
already been badly hit. In 
addition to B.A. Northwest 
Airlines of the US and Swiss- 
air have annotmced tbe sus- 
pension of services to Seoul. 

In Hong Kong. Cathay 
Pacific, tbe territory's de 
facto flag carrier, has been 
through what its managers 
have described as a ‘ixuly 
appalling’’ time. Battered by 
the continued strength of 
the Hong Kong dollar, which 
has undermined the territo- 
ry's role as a shopping and 
tourist destination, and by a 
health scare involving a 
lethal new strain of flu, tbe 


airline last month 
announced that 760 jobs 
would have to go. 

Cathay has suffered a 
sharp fall in business from 
Japan and Korea, with reve- 
nues from these destinations 
down more than 50 per cent 
in US dollar terms. “It is 
almost a crime to travel 
overseas in Korea now.'' 
says Jim Eckes. managing 
director at Indoswiss, the 
aviation consultancy. 

Japan Airlines says pas- 
senger numbers to Hong 
Hong have fallen so sharply 
that it is to cut seven flights 
a week between Tokyo and 
Hong Kong from .April. In 
contrast. JAL has cut only 
four fligh ts a week to other 
Asian destinations, and has 
added flights to Hawaii, 
mainland US and Europe. 

And far from cutting back 
on services to Japan, US car- 
riers are scrambling to set 
up flights to the country in 
the wake of the recent avia- 
tion agreement between 


Washington and Tokyo. 

This is partly because US 
afrlines say business to 
Japan is still reasonably 
strong. Doug Blissit. director 
of market analysis at Delta 
Air Lines, says his company 
Is enjoying increased load 
factors on flights between 
the US and Japan, although 
revenues are down. 

The airline is not yet sure 
whether revenues have 
fallen because discount- 
hunting US tourists to Japan 
have replaced business trav- 
ellers, or whether business 

travellers have been tahing 
advantage of the lower fares. 

The new aviation agreement 
allows US carriers to fly 
from Japan to third coun- 
tries. and some airlines are 
pressing ahead with addi- 
tional Asian routes. 

Northw’est announced this 
month it would begin daily 
flights from Osaka to Taipei 
in April. John Dasburg. 
Northwest chief executive, 
says: “Taiwan’s economy 
has remained relatively 
unscathed. We project good 
passenger loads for our new 
flights.” 

Mr BUssit says that Delta 
and other US airlines are 
looking beyond the past few 
months’ traffic figures when 
deciding to set up new ser- 
vices to Japan and beyond. 
“It's a testament to the fact 
that Japan is a long-term 
opportunity,'' be says. 

Michael Skapinker, 
Bethao Hutton and 
John Ridding 

This is the eighth in a series 
on the effects of the Asian 
crisis. Previous articles 
appeared on January 27. 38 
and 30 and February 4, 6, 10 
and II. 
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V aleo's Board of Direciois, meeting on 
February 11± 1998, dosed the Group's 
consolidated financial statements for 1997. 

SResuUs 199Z: Sales rose by 17.7°b over 
1996, nearing the FFr 34 billion mark This 
increase can be broken down as follows: 
8 percentage p>omts due to Internal growth, 
3.4 percentage points due to currency impact 
and 6.3 percentage points related to net changes 
in the reporting enti^ 

^ Group sales increased by in the original 
equipment mai^*.et and 8 in the aftermarket 
Sales grew by 9.5% in France and 21°o interna- 
tionally. International sales accounted for of 
total sales against 68% in 1996. 

S The Group's raai'gins progressed more 
strongly than sales in 1997. Gross margin 
accounted for 20.3° 0 of consolidated sales in 
1997 against 20^b in 1996. Operating income 
(less net financial charges! stood at 6.61 0 of sales 
against 6.216 in 1996. 

Net income from consolidated companies 
totaled FFir 1 ,300 million after the deduction of 
FFi: 615 million in income tax, up by 4Pc.. 

5? Net income after minority' interests rose to 
FFr 1,480 mDlion, that is 4.4°c. of sales against 
4.2% in 1996. 

3 Capital etgDendituies amounted to 2.9 biQjcri. 
q? by 24.6l'o, and 'were setf-Snanced by the Gtotp's 
cash flew v^ch accounted for 10.d°d of sales. 

3 Valeo's financial structure remains sound. 
Shareholders' equity increased by 16°'i> and the 
debt-to-equity ratio was 10.8°Dat 12/31/97. 

S At December 31st 1997, the Groi^ emplo>'ed 
36, 100 people at 1 29 production sites and R & D 
centers in 19 countries worldvride. 

? Dividends 199Z: The General Meeting of 
Shareholders will be asked to appro'/e a 
dividend of FFr 6.50 francs per share, that is 
FFV 9.75 francs, includmg tax credit. The pay-out 
ratio will therefore be 31°b for the year 1997 , 
compared to 18.5°-o in 1995, 1996 not being 
strictly comparable due to the payment of an 
extraordinary interim dividend of FFr 10 in 
November 1996. 


SHAREHOLDERS^ 

INFORMATIONS 





C? Sliare price pezfoxmance: In February 1 997 
Valeo made its entry into the CAC 40 leading 
share index, an acknowledgement by the Paris 
market of the company's performance over the 
last years. 

t?! In 1997, Valeo's share price increased by 28° 0 , 
at approximately the same pace as the CAC 40 
index 

S At December 31st 1997, Valeo's market 
capitalinadcn stood at FFl: 38.8 billion against 
FFV 22.4 billion at the end of 1 996. 

The rise in Valeo’s share price since the stan of 
1998 has boosted its market capitalisation to 
FFV 32,4 billion at February 10th 1993. 

S Significant events: Significant events of the 
year concern mainly external growth through 
acquisitions 01 joint veniures. 

- Valeo set up joint ventures in India and China 
for clutches and clutch facings. 

- The Group acquired Unr>rel in Brazil, a con^jany 
specializing in the manuTactuie of con^nents 


; . V^».is an>md9pendent inditetrial.G ; 

'ctedicated^.tp Ae design,' mant^ctlfre 
-and, siale: of. wtomoti've components' for. 
Gaisapd'izucks^^ fi^-ye^, 

' Group, has pperated; a- profo^d ■ 

. change in ..strate^. developing .xroiabiy . . 
yite .electronics, capability , 

■'.■systems si:ppli.er. • • • ;• 

supplies both-the bri^nai eqii^rri^'. . 

..' mar^; ahd.the .a&ermadire .Qa'a^glpb^..; 

. basts, serving!, car.: a!i^ .truck . manufocr.:.. . 

-. tiirers. wd.rid'yridei .'whether ..they' be, : 
V European. ArnOTcan.o 
"Whereas ten . years ago. the Group * 
..-m.amly: had. plants in Fran^, Itaty, 
andy.Bra^i it. now employs oyer. 36,pbo . 

' j^dple^at!. 129f sites in ,19 countries ' 
'•'throughout flie world • 

^ • ' .'r- — t 

for automotive door lodong systems. 

- Valeo also acquired the U.K. company Sagar 
Richards, ^eciaiized in components for manual 
transmissions. 

-With Osram Sylvania Inc., Valeo set up a 50/50 
joint venture, Valeo Sylvania, combining the 
automotive lighting systems activities of the rjvo 
groups in North America. 

- Valeo and Plastic Omnium have decided to 
form a 50/50 joint ■venture to manufacture 
automoti’/e coclpii modules. 

- Finally, Valeo acquired from Siemens the 2P-o 
stake the German group held in Valeo 
Cliraatisation. 

ivr Awards: At the end of 1997 the Valeo Group 
was awarded the “Champions of Growth'’ Grand 
Prize by the French magazine “L'Usine 
Nouvelle". 

C Noel Goutard. Chairman & CEO ofValeo. was 
named “ Man of the Year 1 997’ by a panel of 
journalists sponsott&d by the French trade 
weeUy “journal de 1 'Automobile”. This award is 
in recognition of Valeo's development over the 
last ten years to become one of the world's top 
ranking automotive components and sys’iems 
suppliers. 


; -T i Outiool? 1998 

■ *J s'..' ' f • 


The outlook for the auiomoth'e mariret in 1 998 
remains relativeV/ favorable in Europe and in 
North America. On the other hand, the crisis in 
markets in Asia and South America could lead to 
a slowdown in demand, the extent of which it is 
still too early to appreciate. 

if- Against this background. Valeo is stepping up 
tbe implementation of its plan initiated in 1 997 to 
rationalize and modernize its industrial base in 
Europe, advantaging countries in which Virarlting 
conditions, taxes and costs are more favorable, 

Zi The Group vnll pursue its growth strategy to 
increase its order portfolio and extend the scope 
of its activities. 
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Texas Utilities attacked over financing for UK’s Energy Group ISibir launches 
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By Virginia Marsh 

PacifiCorp of the US 
yesterday launched an 
extraordinary attack on 
Texas Utilities, claizning the 
Dallas-based group would 
struggle to top its £4.05hn 
(S6.8bn) agreed cash offer for 
Energy Group of the UK. 

PacinCorp said that to 
maintain its credit rating 
Texas would probably have 
to launch one of America’s 
largest ever equity offerings 
to finance a bid. 

London-based analysts 
described the statement - 
which attempted to show a 
successful bid would 


RESULTS 


severely stretch Texas' bal- 
ance sheet - as “very 
unusual”. While Texas has 
not even decided whether to 
bid. the statement hypothe- 
sises on how it might struc- 
ture an offer. 

“Frankly the PacifiCorp 
statement smacks of desper- 
atioa" one analyst said. “I 
can't see shareholders tak- 
ing any notice of this kind of 
speculation. There are too 
many assumptions for its 
analysis to be taken seri- 
ously.” 

To be attractive. Pacifi- 
Corp added, a bid from 
Texas would have to be “sig- 

nificanUy in excess” of its 


own offer. It questioned its 
rival's ability to sell Pea- 
b^y. Enet^ Group's large 
US c^ business. 

PacifiCorp - whose first 
E3.65bn bid for Energy 
Group was thwarted by reg- 
ulators last year - has been 
regarded as the favourite to 
acquire the UK group, 
despite interest frmn Texas 
and fi*om Nomura of Japan 
before the latter withdrew* 
from the contest last week. 

Texas described Pacifl- 
Corp's comments as “ill-in- 
formed". The utility said it 
was coatinuing to “pursue 
its interest” in the group 
with a view to making 


a recommended offer. 

It Is understood Texas is 
stm In talks with Lehman 
Brothers, on the possible 
sales of Peabody and <^ti- 

PovNT, Energy Group's By Virginia Marsh 
mergy trading arm. Nomura 

partly blamed its decision Sfbtr Energy, the Aim4isted 
not to bid for the group - oil exploration group, has 
which also includes the East- made a recommended £62m 
em electricity business - on .(.$l03.5Tn) offer for Pentez 
its failure to agree the sale Energy, its former-parent. 


of Peabody. 

Analysts said Texas would 
not necessarily face difficul- 
ties if it decided to issue 
equity to finance a bid. 
adding it might also raise 
cash by selling assets, as 
PacifiCorp had done^ 
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! The company, which has 
interests in Siberia, is offers 
I ing 67 shares for every 100 
I Pentez, At yesterday’s clos- 
ing price of down 5%p. 

I the offer ia worth £G2.2m or 
16.6P per Pentes share. 

Shares in Pentez - which 
owns 32 per cent of Sibir - 
fell ^ to I7^4p. 

Bas^ on Sibiris closing 
mid-market price of 84p last 
Thursday, the offer is at a 
premium of nearly 28 per 
cent to Pentex's share price 
on January 15. the day 
before the two companies 
announced they were in 
merger dfscnssions. 

Talks started after Pentez 
was forced to abandon an 
agreement with Enron, ihe 
large US gas and dectxidty 
group, because of the recent 
in oil prices. 

Enron had agreed to 
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Evander Gold Mines Limited 
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<*evinj«*i 


St Helena Gold Mines 
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Results of the offers made bv Gold Fields to shareholders of E^ ande^ and St Helena 


I . latrodacdan 

Ga(d Fields extended offers lo all the ofdinar>' shareholders of Es*an4cr (**thc 
Evander offer”) and Si Helena (*Ube Si Helena offer) to acquire ibdr shares *ui 
Evander (“Evander shares*^ and Si Helena l“Sl Hdeoa shares'') in exchange for 
ordiiur> shares of I cent each in Gold Fields (“Cold Fields thaies“t The Evander 
offer and the St Helena offer (coUecti v«ly. *Tbe offers”) were extended as port of the 
innsaction which resulted in Gold Fields of Soudi Africa Urnited and Geocor 
Ureiied i“Geflcor”>cxHnNning ibeir assets to fom Gold Fields. 

The offers closed at 12:(XI noon on Friday. 13 February 199S. 


Results of the affers 

The Evaodex offer was accepted as follows: 


Acceptance by Cencor 
Aooepuuice by Evander 
shareholders oihcr than 

Gcncor 

Total acceptance 

The St Helena offer -was oceepisd as follows'. 


Number of 
Evander shares 


17 2)3 689 


Percentage 
neoed share 
capita] 


43.9<* 


Helena. Consequetuly. as outlined in the nbrideed pre-lisring staieimu of Cold 
Fields published in the press oa 2 February 1998. Gold Fields held a 43.9% inieresi 
in Evander and a 24,5% interest in St Helena. 

As a remit ofiheoffers.afuitlKrS'ldl 832 Gold Rclds shares have been issuedand 
Gold Fields now hu a total of 246 0(5 6S? sbones in issue, wfakb are Uyed on Uk 
JSE in the Mining Gold- “l^and A Oibers” sector of the JSE lists the 
abbirnaied name *XjMhLOS".Tbc additional 5 461 832 Gold Fields shares win be 
lisicd oo ibe JSE with effect from the eomnieiKeme&i of on Tuesday. 

17 February 1998. CcM Fiekls share oertiCoues are is ihe process of being posted 
to shareholders of Evander and St Helena wbo accepted the offers. 

As a remit of GoU Fields having squired addidotal interests in both Evander and 
S( Helena upon the closing of (he offers. Gold Reids' aoributaUe proven and 
probable reserves as at 30 June 1997 and atuibmable goW prodnefion for (be year 
ended 30 June 1997. were as follows: 


LEX COMMENT 



Gold Fields mduding 

GoM Fidds Indadfaig 

43^<« or evander 

SajJ^ofEvaadtr 

aad 34,5^ of St BFden 

sod54,2«orStHd(»i 


16 528 887 
.33 762 576 


Acceptance by Cencor 
.Acceptance b,v Si Hdeoa 
shareholdeis other than 

Gencor 

Total acceptance 


Nirmbcror 
St Hdena shares 
2 354 600 


2 861005 
5 215 605 


Fmxacage of 
Bsned share 
capital 
24.5 «t 


Since the offer, hare been acoepicd by Evander shareholders and Si Helena 
shareholders holding less than 90^ of the LsyueJ share capiul of Evander and 
S( Helena respccU'.cK. SccUisi 440K c4 (he South .African Companies .Acl I97.i 
(A ct 61 of I973i, as amended will not be invoked. Cunsequendy, Evander and 
5> Helena will remaia as svpsirairly listed cntiiies. 

3. Effect upon Gold Fields 

L'pon the lisunz of Gold Rcldf onltw Jt^annesbuig Stock Exchange ("the JSE'>on 
Monday. 2 February 1998. Gcncor had accepted the offers in rrs^l of 17 232 386 
Evander shonr., represenunj: 43.9'v of the Issued share capital of Evander and 
2 354 600 Si Helena shares represenune of the issued share c-aptial of S\ 


ARribotable proven 
and probable reserves as 
01 30 June 1997 

inallion ounces! 7B.2 81.6 

AnriboiAIc gold 
produnkn for year 

ended 50 June 1997 (ounces) 2697 210 3 016758 


On the basis of consisteat aceoamiiig pracdse. the effect of the acqnisiliOD of the 
additional inierests id both Evander and Sc Heiesa upon the earnings per share for 
Cvdd Fields for the twelve momh period ended 30 June 1V97 would hare been 
marginally positive. However, it is drawn to the ooemioo of Cold Reids 
sharsboidets that for the six months ended .*] Decemb e r 1997 Evander made a kiss 
of R66.8 millis-ra and 5i Heicnd made a proTtr of R20.0 istUfon. Acconfingly, hnd the 
arquLsiurei of the addilkuLal ioieiests in both Evander and St Helena been in effect 
fer Uis six smith period coded 31 December 1997. this would have reduced the 
oanungs per shore for Cold Fields for the six nmiths period ended 31 December 
:997bv approxinuiely I2ceab>pcrsbse. Sbareboiderx of Cold Fieldsare reminded 
ihci die pro-frenu eanungs {vr shore for CoU Fields for the twelve isoiufa period 
ended 30 June 1997, x, ndlscted in (he pre-letiog scaiemenc of Cold Reids which 
os--acied a 43.VK« mlcrest in EvsKfer and j 24ji*v- imeresi in St Helena, were 
321 cents per .shore and 154 cents share before and after the oppropriatioa for capital 
expenditure respectively. 

J-^hanarsbuTg 

16 Fcbrosrv 1998 


aqciaire a stake of up b li 
per cent in Fbitez and to 
buy some of Us psod^ictkaL 

PeBtez sA ty> ^bir in 1996, 
before floating it on Aim at 
Uk) & share >st year. . The 
stake in SibU^ whe^ mbket 
capitalisation is now far 
greater than Pentex’s, -has 
Since become Pentek's mbt' 
valuable asset 

The two compaxiies share 
some management facdliti^ 
and ba^ a cbirf executive. 
Henry Cameron, in ornnirinw, ' 
Re will head the eola^fed 
group.'. 

If the marger go^ ahead, 
the companies irttari'H to can- 
cel the 'Sibir shares held by 
Pentez. foEmeriy known as 
Melrose Energy . They said 
the recent increase in Sibir’s 
intere^ in Russia meant it 
urgently needed additional 
specialist technology and 
skills. This could.be best 
achieved by a merger. 

In December Sfbir agreed 
to lift its stake in Ugraneft. a 
west Siberian oil producer, 
from TOff to 30.6 per cent for 
$35m cash.. 


S&N 
buys 311 
pubs from 
Nomura 

By John Wilinan 

Scottish & Newcastle, the 
UK’s largest- brewer, is to 
pay £206u (fS44m!> Uff 311 
pubs from the Innl r epi emeor 
estate, the rhafn acquired in 
Septamher by Nomura, tiie 
Japanese mvestment bank. 

The pubs, mainly hi the 
sonth of England, will be 
converted into mawiyH ootp ' 
lets such as Chef A Brewer 
pnb restaurants and Rat & 
Pamit caf6 banL - 

The gronp biu paid an 
average £662,000 for each 
pnb. more thm double the. 
amount paid by Nomura 
whm ft bought the Ihiitre- 
preneur and Spring Inn 
chains last year.; However. 
S&N has been able to go 
throogh the Nomura estate 
to select the largest ones 
with the highest annual 
. sales. The new pubs prodnoe 
I annuai rental income of 
£ll,2in. 

The acquisition will falce 
S&N above its maxinmm of 
2,624 tied pubs allowed 
under the 1969 Beer Orders 
and accordingly 811 pubs 
will be sold or become free 
houses which can buy fixnn 
any brewer. 

Nomnra’s Grand Pnb 
Company is left ^tb 4,000 
pubs from the two chains. 


For Ha-rrittnarf EuTOtuimel cynics, yesterday's results were 
awdeome surprise. In contrast to i^t aberrations from 
■ ' iwnpariy focacasts, (^lerathig profits in 1997 were ahead m 
lax^ectioDS, and positive to boot So far than, M^s 
resfructuring ^lipears to be gang to plan. Not oi^ to 
the bulk of the near debt burden siufled on to 
yapyy mftnf tenus, but the concession to operate the 

hmnel has been extended, reduciiig depreciation. 

>ithnngh violuzoes weTO Significantly lower than pre- 
dicted,. operating profits were strong thanks to cosbprun- 
ing and a push fbr premium pricing. But the oom{mny s 
fbrtiines to a' laige extent depend on fhctois outside man- 
agement cQEitroL Next year's planned abolition of di^- 
ifree should on Iwl ance be beneficial to Eurotunnel: it mu 
lose much of its high:margin retail business, but gain 
from firmer pricss as ferry tariffs rise. In the medium 
term, d el a y s to the construcUoa of the high-speed rail link 
rould require 'tiie company to shave its forecasts on<» 
a gain - In the long er term, putting Eurcfhmnel’s debt back 
on to ■wntnereift] tenns (xmld be fer tm easy, p^eu- 
laxly ih-a iif gher interest rate environment than now. 

The 3'per cent jump in the sha!^ appears ovmdone. At 
67p they remain considerably overvalu;^ on a discounted , 
rach flow basis. The net present value of the divider^ 
stream — which is, after all, still "not likely to stan 
trickhng to shareholders until 2006 - suggests about 20p 
woidld he more senile. 

Kwik Save/Somerfield 

It is hardly sur p ri sing that . . , . . - 

Kwik Save and Soxoerfleld 'K a s lfc B m ie/ Bo i ner l ic i ld _ 


• . kmasm 

. 'so,' — . ' . i. -' — ^ 

• . -D*e S7 -tarn 

' Souae OHMBrunfiCV 


should be seating comfort ■ •••• ■ •I'r-rtyrn-tn • 
in each other's ^gS?iS£5»etor . 

lower echelons of the food :f3Q 

retail.maxket have become ’ ( S aiw rirn d.ix . 
increasingTy inheritable. '... . ‘ JA. 

Recent • figures show ' 

SoBoerfi^d strugglu^ to . ,-t' ; - . // 
record any sales growth, ^rio ... : V: j.. 

and Kwik Save sales fell- • 

ing about 6 pw cent year — : — : “r:— 

on year. Can a merger . • j 

transform their prospects? 

Certainly tiiere are some , kmasm ^ -. 

plus points. Scale will cer- t . 

tainly help, with both • . - poe S7 ' -tsee Fob.,. 

r.ixfttttft hooefiting the •eouttcoattwoMivicv 

improved buying terms 

that -£6bn of sales win allow. Combining Somecfield's 
roiririie market experience with Kwik Save's discount 
expertise should help optimise returns from the combined 
; portfolio. It may. even be that their high street focus 
proves timely as the -hi^-vratw mark of out-of-town 
I dei^Offuent is reached. But if all this does is to farii^ the 
' Ug boys like Tesco and J Sdnsbory back to town, it will 
be a mfead blessing: Meanwhile, cost savings will proba- 
bly be mode^ nor will scale itself address the more 
difficult question of how to redisd>ver top-line growth. 

For investors holding cheap assets, a no-premiom 
merger will doubtless be something of a let-down. But is 
there anything better to' hope for? Not obxdously. And 
even if the immbixiatidn is underwhelming, it s^ looks 
like piogt^ for both sets of shareholders. It hardly 
repr»eDis an Barthq nakg fbr Che sector, but tben U^t- 
wei^ts are not in the habit Of producing seismic events. 


itmk Save in talks 
with Somerfield 

Kwik ^ve and SomrafiekL .KwSk Save’s share price on 
the UK food FBtaOeis. are in the back of the rumours. ' 
merger talks and are expect It is understood that the 
ted this week to announce a groii^s' leading- shtuebold- 
£1.2bn (S2bn) deal to create a ers. including FDFM. which 
supennarket business -with, holds about 20 per «»n t In 
sales of more than S6bn. each have indicated their 
mikes Peggy HoUinger. siqiport for a merger. 

The companies were Kwik Save is 29.4 per cent 
forced to make the owned by Dairy Farm Inter- 
announcement that they national, part of the Jardine 
were considering a merger Matheson. empire -which is 
following speculation at the seeking to reduce exposure 
weekend and a sbaip rise in to underperforming assets. 
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iReguratton nutnbor da-iajSS'K) 
|Ra9sta>ad bonlil 


J<rini corporate advisers 

Deutsche Morgan Grenfell Morgan Stanley South Africa 

Dn.-tscha Vorgs- iPres'<«arvi Lonitod fPl/) LilTllted 

iResrstraw-! r-j-rteTss^inaear. nwrtMr94,mmicn 


Attorrte>‘s 

Bowman Giifilkm Hayman Godfrey inc 
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Ernst & Young KPMG 
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Xesuinumg gre^ in the business is reflected in flteresidri’aal ttie a 
is well posiiiooed to take advantage of die Of^cuUmities pieseoted by the 

cunent diaugra m tbe global jfiiiaiicial 


Jedc AX». WiboDf 


Preliminary Results 


Ttonoycr 

Profit after taxation 


Shar^KJlder’s funds 


YeeraidGd Yeareoded Yeareod^ 

31stDec 1995 . ; SlarDoc 1996 3IstDec'l997 

£lJ83bn - £l.858bn £2,27bn 

L£l95m £27.7m £3l-Qm 

:19.1Spv : 27-.0ID 29.95p 

l£l33.1m £I5Q.8ni £171,8in 


LondoD Forfaiting Osnpany PLC* r Sl Kadu^’s Vfyy, London El 9UN. 
. 1H-: 0171 481 3410FAX: 0171 480 7626 
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Ssn Francisco, Sac Pa-ic, SlocPlioim, Wsrsaw. 
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VAT on letting 
is clarified 


A b'""^ 

iJ\ I A important 

tbe 

European 
Court has 
clarified the 

EUROPEAN ^PPUcation Of 
COURT * v^ue added 
' tax to the 

short-term letting of prop- 

Sixth VAT Dire^ve states - 
that member states must 
atenuit fri^ VAT the leas- 
ing or. lettmg of immovable 
property, as defined by the 
member ^]tes, ^eluding, ; 
inter aha, the provision.' of 
accommodation in the hotel 
sector or sectors.with a simi: 
lai function. 

TTie judgment concerned 
the letting in Germany of 
residential buildings for laf- 
ugee fiunilies from central 
and eastern Europe. Fully 
furnished rooms equipped 
with cnoking fhciliti^ were 
offered to the famitiM. 
were responsible for 
cleaning the rooms. The 
building’s owner supplied 
and washed bed Mwon and 
cleaned landings, staircases, 
bathrooms' and lavatories, 
but provided no meals or 
amenity rooms. 

The lettmg agreements 
were always signed for. a 
period of less than six 
months, although the 
lettings always lasted for 
mwe than that poiod. Pay- ' 
ment was made ultimately 
by the social ser^c^ depart- 
ment and was made on the 
basis of a daily charge. 

The 'matter for consider- 
ation was that the German 
le^slation iu^lementing the 
sixth directive provided that 
all short-term letting for 
guests was taxable. But was . 
this coterminous with tbe 
provision of accomxnodatiosi 
in the hotel sector or sectors' 
with a simiTar fimctton? 

Ihe European Court not^ 
that it had consistently held- 
that the terms used to spec- 
ify exemptions in Artide 13 
were %p be interpreted ■ 
strictly,' since they consti- 
tuted exemptions to the gen- 
eral principle that VAT is 
levied on all te^ivices sup- 
plied by . a taxable person. _ 

Convei^ly, the exdusjon 
of subject matter tram an 
exemptkm is not to.be Inter* 
..preted strictly... ;s:iiU5 .ihe. 


words !*S8ctors.' with' a simi- 
lar, fitection’’ .'should, -be 
giv^ a broad : coDStnictioa- 
since'-' their purpose is - to 
ensure that the proyisioh '-pf 
tempdiafy accommodation 
similar to, and hence in 
potential coniprtition with, 
that . proved' in hotels is* 
sul^m to tax. 

. .UthbuE^ memb^' states 
enjoy ' some discretion in 
defli^ classes of accommo- 
. datidn to be- tmeed, that dis- 
cretion is drcninscribed. The 
distinction must be retained 
. between! tbe. (taxable) provt-' 
.. sioh of accommodation' .in 
the hotel fl-nd aimiiar sectors 
and (escenmO transactions of 
leasing and letting of 
Inuhovable property. It is' 
tluis a -matter ihr member 
states, when' transposing 
Article 13B(bXl). to intro- 
duce those erit^a which 
seem appropriate in order to 
draw that distinction. 

"Where accommodation in 
tbe hotel sector is distin- 
guish^ from tbe letting of 
dwelling accommodation on 
the basis of Its duration, that 
constitutes an appropriate 
criterion of distinction, since 
one way in which -hotel 
accommodation ^ecifically 
differs from the letting- of 
dwellii^ accommodation is 
the duration' of stay. In gen- 
eral, a hotel stay tends to be 
short and that in a rented 
flat frdrly long. ' 

in this connection, the -use 
df .the criterion of the provi- 
sion of 'short-term aecommo- 
.datioh, being' defined tt.less' 
than six months, appeared to 
be a reasonable means by 
.which to .ensure that-ihe 
transactions of taxable per- 
sons whose budni^ is simi- 
lar to the function performed - 
by a hoteL nmnely the provi- 
sioD of teniporary acccanmo- 
dation' on a cbmmercial 
basia.ere subject to tax. 

- Ihe Court, however, recog- 
nised that, in c^iain dreum- 
.rtahces. It is possible that 
some clauses, in a 
agreement;, includ^ that 
r^atmg to duratkm; wUiiot 
fliUy reflect thereality.of the 
Contractual relations. 

COx Blasi v Pfrum- 

zarM Mttndien l ECl (Fifth 
{AkarFOer) ^jTua^ 

BBICE COURT CHAMBERS, 

- :. ‘7; B»U$SEtS. 


De Luca to 
lead Logitech 

Guenitto De Luca, 45. head of 
worldwide marketing for Apple 
CmmiHiter, has been named chief 
executive of Logiteeb Interna- 
tional. the world’s biggest manu- 
facturer of computer mice and one 
of the rare Swiss success stories in 
America’s Silicoh valley. 

Daniel Borel, 48, a Swiss who 
.helped found Logitech and has 
headed it for the last decade, steps 
down as chief executive but win 
'remain an “active chairman’'. 

. The arrival of De Luca, an Ital* 
ian, suggests that a company 
leo^nised'for its innovation and' 
industrial design is keen to beef up 
its' marketing and product strategy 
-in its core control device business 
and in the emerging digita] video 
market. 

. Logitech, founded in 1981, 
designs, markets and manufactures 
“senseware peripherals", such as 
computer mice and trackballs, 
which are used by wiiTiinwa of 
people to connect with their com- 
puters. 

The company,' whose shares are 
traded on the Swiss stock maihet 
and Nasdaq, has had an erratic 


profit record. In the first nine 
months of its current financial 
year its net income fell by 9 per 
cent to S14.9m on unchang^ reve- 
nues of $304m. 

De Luca, an electronic engineer 
who began his career witii Olivetti, 
joined Ai^le in 1988 as marketing 
manager for Italy. 

He went on to be vicepresident 
of business markets in Europe for 
Apple before taking over as chief 
executive of Claris Coiporation, 
Apple's wholly-owned software 
subsidiary. 

WBKam HalL Zitridi 

Kemper leads PPG’s 
European sales 

In a move to put pressure on Ger- 
man competitors, PPG Industries, 
tbe US chemicals giant, has 
appointed Wilhelm Kemper as 
European marketing and sales 
director of its paint and coatings 
business. 

The sq^ointment follows PPG's 
purchase last month of BoUig & 
Kemper, one of tbe world’s oldest 
paint companies * it vras founded 
in 1819 - and a pillar of the Ger- 
man Mittelstand until the sale. 

Kemper. 44. went into tbe family 


business nearly 21 years ago after 
getting his MBA. He has since pre- 
sided o\'er a five-fold increase in 
turnover, creating 240 of tbe com- 
pany's current S'!)} jobs ih the pro- 
cess. Tbs significance of the acqui- 
sition and the appointment, 
however, is not size, but influence. 

Tlie Cologne-based company sup- 
plies Ford, .Mercedes, VlV-Audi and 
BMW. It already co-operated 
closely with PPG, which claims 
world leadership in automotive 
coatings, mainly through its pio- 
neering development of electro- 
coating tecbnolog}'. which puts tbe 
first laj’er of paint on a vehicle 
body and guarantees corrosion 
resistance. 

The acquisition wUl improve the 
total package of coats of paint PPG 
can offer its car-building custom- 
ers. 

.-\Jtbougb PPG leads in overall 
European automotive market 
sfaare, it is in third place behind 
the Wuppertal-headquartered Her- 
berts and the Munster-based BASF 
coatings business in Germany. 

Kemper brings with him contacts 
with (Serman industry tbat have 
developed over generations. PPG 
has therefore acquired a star 
player, as well wiaidng a strategic 
corporate addition to its weaponry. 


US rival Du Pont, which also has 
paint factory in Colc^e and has 
been trying to make more headway 
with German car-makers, may also 
not be best pleased. 

PPG customers worldwide may 
also find themselves with some 
unusual corporate gifts as a result 
of Kemper’s arrival. 

He is an accomplished musician 
and has played the magnificent 
organ in Cologne Cathedral, with 
four CDS to his name. He and his 
wife Margaret, an oboist, give con- 
certs together and send out musi- 
cal (3iristmas cards. This year they 
will have a much larger list 

Ian Hamilton Fazey 

FT sets-up advisoxy 
board for US 

A new intemationaJ advisory 
board bas been set-up by the 
Financial Times to assist the news- 
paper in its US expansion. 

A new vemion of the paper, spe- 
cially edited for US readers, w-as 
launched last September. At tbe 
time the paper's US daily circula- 
tion was -40,000 copies. It is cur- 
rently 49,000 and tbe paper aims to 
build US circulation to more than 
100,000 sales in tbe initial phase of 


its expansion. 

Carl Spielvogel, chief e.'cecutlve 
officer of Carl Spielvogel Associ- 
ates. the New York international 
investment company, bas been 
appointed chairman of the advisory 
board. 

Tbe other members are Sandy 
Weill, chairman and chief execu- 
tive officer of Travelers Group. 
Nicholas Platt, president of the 
Asia Society, John Browne, group 
chief executive of British Petro- 
leum, and David Veit, executive 
director, Pearson. 

Richard Lambert, editor of the 
FT, who bas relocated lo the US for 
a year, said; "We have brought 
together some of the most talented 
international business people in 

the world to work viith us on this 

exciting and challenging endea- 
vour. Their involvement under- 
scores our belief that the FT is an 
indispensable tool for any global 
business person." 

The US edition of tbe FT is the 
first result of a more ambitious 
international strategy. Changes 
have also been made to other inter- 
national versions of the paper. 

Tbe international editions are 
printed in a total of nine centres in 
the US, contmental Europe and 
Asia. 


Mowig places 


■ Ed^rin Surbeck, 49, bas 
been appointed 
edlhm-in-chief of the 
READERS'S DIGEST 
MAGAZINES and a member 
of the executive board of 
Readers’s Digest 
(Switeerlanid). Since 1977 
Surbeck has been deputy 

I editor-m-chief of Das Beste 
' aus Reders’s Digest and 
i Selection duKeaders's - 
Digest and has led the 
editorial teams of both 
magatines since 1997 as 
Interim liead. 

■ PHILIP MORRIS bas 
appohited Itens-Joachim 
Richter as vice-president 
responsible for marketing 
and sales in' eastern Europe. 
Richter was managitig 
director of Philip Moms 
(Munich)- 

■ Yves-Louis Darricairere, 
46, has b^ appointed 
director Ibr Europe and the 
USA at ELF AQUTFAlNE'g 
e^loration-production 
divislbn, He replaces Denis 

who was recently 
appointed adviser to the 

'i-hwirmwTi 

■ Robert Rubens, 67. has 
been appointed chairman of 
ZENECA FRANCE and 
ZENECA PHARMA. He . 
y^laces Bruno Ang^d. . 
'^0 becomes ebatnnan of 


Zeneca and its subsidiary' 
^rwya phannaoenticals in 
Japan. Rubens was 
previously Chairmaf^ of 
Zeneca Japan and Zeneca 
Pharmaceuticals. 

■ NATIONAL AUSTRALIA 
BANE has appointed Robert 
Prowse chief financial 
officer. Prowse, who had 
been group gmetal wanag sr 
for the US and Asia, replaces 
Bmce McComish, who is 
leaving the bank. 

V Philip Woi% has stepped 
down as chief executive of 
Hong Kong Internet 
company ASIA 
COMMUNICATIONS 
GLOB^ to pursue a 
venture in China. Wong 
co-founded Asia 
Communications Glo'bal in 
1995 as the corporate parent 
of Hong Kong Internet 
service provider Asia 
On-Line. He remains a 
shareholder in the company 
and his position will be left 
vacant 

■ Malajrsian state-owned 
investment fund 
PBRMODALAN NASIONAL 
has appointed Hamad Kama 
Pi^ bln Che Othman group 
chief executive. Formerly 
the deputy chief executive, 
he win replace Hihney Taib, 
who relinquished bis post to 
go into private business. 

■ Randolph Keppa has been 


This announcement appears as a matter record only 
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appointed country manager 
far ING BARINGS' banking 
and securities operations in 
Japan. With o\'er 30 years in 
the banklDg industry. Koppa 
was genera] manag er 
Greater China, for ING 
Bank, prior to taking up this 
new position in Japan. One 
of the first tasks for Koppa 
will be to oversee the 
co-location of ING Barings' 
securities and banking 
operations in Japan, in line 
with the global integration 
of ING Barings and ING 
Bank, announced last May. 

! ■ ACTE has appointed John 
! Murad executive 
vice-president of a new 
; speciality insurance division 
that is being established at 
ACE USA. ACE USA. 
formerfy tbe Westchester 
Specialty Group, was 
acquired by ACTE last month. 
Hie company has offices in 
Atlanta, San Francisco and 
Los Angeles and is a 
specialty proper^' and 
casualty insurer. ACE 
Loudon at Lloyd's has 
announced that Gary 
Starling will Joloing iu 
mid-March from Murray 
Lawrence where he has been 
underwriting tbe 
international property book. 
Starling will be developing 
new bu^^ within the 
ACE Lohdon Syndicates - 


(possibly as underwriter of a 
new .ACTE corporate 
s>*ndicate - based on his 
oum areas of expertise. 

■ D.AIWA SECURITTES. 
Tokyo, bas appointed 
Nagayoshi ktiyata to head 
its Europe and Middle Eart 
operations. Miyata is 
currently chief executive of 
Daiwa Eun^e Bank in 
London. He is also set to 
assume tbe office of 
n'hairman of securities house 
Daiwa Europe, remaining on 
the board of DEB in a 
non-executive capacity. 
Succeeding Miyata as DEB's 
chief executive is Alan 
Hollingsworth, currently tbe 
bank's deputy chief 
executive, who will assiima 
responsibility for all 
day-to-day operations of the 
bank. 

■ SAATCHI & SAATCm bas 
appointed Terry Balagia 
executive vice-president, 
creative director of its 
Canadian operation. For tbe 
pastTO years Balagia has 
worked with Saatebi & 
SaatchL most recently as a 
creative director at the 
agency’s Los Angeles office. 
In Canada, he will replace 
Peter Rigby, who has taken 
on the new position as 
European creative director 
on Toyota. 

■ Chiistopher Geldard bas 


been appointed managing 
director of PARSEC OF 
EUROPE, the intermodal 
terminal operator. Geldard. 
49. has e.xtensive senior 
management experience in 
both the pitolic and private 
sectors. 

■ SARA LEE 
CORPORATION has 
anncninced that James 
Crown has been elected a 
director of the corporation. 
(Trown. 44. is a general 
partner with Chicago-based 
Henry Crown & Company. 

■ Ian Abrams will join £BJ 
as manag in g director. He 
joins from ABN AMRO 
where he was head of fixed 
income. Abrams joins the 
board of IBJ International 
and will report directly to 
the chief executive. At IBJ 
International, Abrams will 
run all the bank's front 
office business including 
fixed income sales and 
trading, equity sales and 
trading, primary and 
structured finance, 
derivatives and IBJ's repo 
and treasury operations. 

■ Jose Parets. 41, has been 
appointed managing director 
of ICL Sorbus. Me will work 
directly under Edgard 
Taureau. chairman of ICL in 
France. Parets has been 
director of the Paris-Ceutre 
region at DHL since Jamiar}' 


1997. 

■ Swedish banking group 
SVENSKA 

HANDELSBANKEN bas 
appointed Pertti HiJtunen 
head of global trading within 
foreign exchange and money 
markets. He is currently 
head of tbe trading unit at 
Handelsbanken Markets in 
London. He will replace 
Anders Jansson, who is 
joining the Swedish Volvo 
Group. Handelsbanken has 
also named Petri Hatakka, 
currently bead of the trading 
unit at Handelsbanken 
Markets in Stockholm, 
deputy head of global foreign 
exchange and money market 
trading as well as head of 
European trading. 

■ GUINESS FUGHT 
HAMBRO ASIA, has 
appointed Robert Conlon. 32. 
chief investment officer. He 
was formerly senior 
investment manager of Ivory 
& Sime to Hong Kjtog. 

International 

^pointments 


Please ftoc infortnaticiQ 
on new appointments 
and retirements to 
-<■44 171 873 3926, marked 
for International People. 
Set fax to 'fine'. 


We^re just cuckoo 
about good timing. 
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Inventive by nature, the people of 
Baden-Wiktteinberg, Gennan/s south* 
western state, have never been short 
of txigtit ideas. Knowing how time 
files, they came up with the (uckoo 
dock, first created and crafted here h 
the Black Forest As tha state devakw- 
ment agemv of Beden-VKirttemberg, . 
L*Bank fuB been dife to buld on thte 
ingenious inheritatwe, estabfishing a 
reputation fn* superior timing that has 

rung out across Hiterriationel trading 
fkxirs from London to Tokyo. 


Truth to tali, at our Karlsruhe head 
office we don't rely all that heavily 
on cuckoo clocks. It is more our far- 
sighted focus on the future that has 
brought us ttiat special ^Ifity to pre- 
dict gtobd market trends - helping 
us time our issues to perfection. Then 
there is the amount of time we epend 
SsterAig to investors’ needs: that’s 
what Keeps L-Bank and its products 
firmly in tune with the times. L-Benk, - 

ScMossplatZ 10/12, D-76113 Karlsruhe, 
Germany: Tsl. 4- 48 721 1 50 18 07. 
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INTERNATIONAL CAPITAL MARKETS 


Germany consolidates advance 


GOVERNMENT BONDS 


By Simon Davies 

Government bond markets 
were mixed yesterday in 
quiet trading, with weak 
Asian markets failing to 
spark activity on a day when 
there were no significant 
new data and a pubUc holi- 
day in the US. 

Nonetheless, the German 
market continued to consoli- 
date its gains of last week, 
when the 10-year bund broke 
through the 5 per cent yield 
level. 

“I think the core European 
markets are in good shape." 
argued Mark CUffe. chief 
international economist at 
HSBC Markets. 

"1 don't think that there 
will be any interest rate 
increases in the first half of 
the year. So the danger is 
whether the European mar- 
kets suffer a bacUash from 
any rate sell-off in the US." 


The row between the Inter- 
national Monetaiy Fund and 
the Indonesian government, 
over Jakarta's proposed 
adoption of a currency 
board, was certainly support- 
ive for bonds. 

The March BUND contract 
hit its high yesterday, and 
settled up 0.11 at 107.38. 
However, it traded in a 
narrow range of 0.19. and 
volume in London was a 
parsimonious 57.000 
connects. 

Heinz Gunasekera, at UBS 
Securities, said: "We think 

the yield curve will continue 
to flatten. The news flow 
from Asia should continue to 
be positive for bond 
markets.'* 

The Ifo business climate 
survey will be released 
tomorrow and analysts 
remain confident that it will 
come out with a gloomy 
prognosis for economic 
activity. 

UK GILTS had a lacklustre 


10>year bond yfekls 



so - 


75' 

1807 
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day, with the March future 
trading within a range of 10 
ticks, and settling A lower 
at I24ii. 

However, the Bank of 
England provided some early 
cheer by announcing that it 
would make available 9 per 
cent Treasury loan stock due 
2008. to prevent a squeeze on 
delivery for the futures 


contract, 'niis had a negative 
efGect on the price of 3008 
gilts, whidi had been pushed 
upwards by expectations of a 
shortage of supply. But it 
should assuage prevent fears 
of a disorderly maiket in the 
future. 

This week will see 
the release of retail sales 
ures on Wednesday, while 
members of the monetary 
policy committee will foce 
questions on policy from the 
Treasury select committee 
on Thursday. 'This should 
provide pointers on the 
direction of UK' interest 
rates. 

Joanne Collins, senior 
market strategist at 
Nomura, said: "We’re still 
biiUish. We think that the 
spread against bunds will 
have narrowed to 90 basis 
points by the end of June." It 
was 104 yesterday. 

ITALIAN BTPs drifted yes- 
terday in light trading. The 
March contract settled down 


0.01 at 118.25. However, 
SPANISH BONOS saw some 
fbllow-throu^ .buyi^ after 
Friday's interest rate 
cut 

The March contract in 
Barcelona gained 0.11 to set- 
tle at 108.65, and the spread 
against bun^ hit an all-time 
low of 22 basis points, com- 
pared with the 39 basis point 
yield gap between BTPs and 
bunds. 

Nonetheless, Fhyllls Reed, 
director at BarcUr^ CapitaL 
expects outperformance by 
the US market in the coming 
months, predicting a 
possible US Treasury yield 
of 4.5 per cent by the year 
end. 

"The worst case scenario 
frtim a political standpolDt is 
that Clinton steps down and 
Gore takes over, but does It 
matter?" argued Ms Reed. 
"Whereas 1 think the Eiuo- 
pean markets are going to 
need to take on some Emu 
risk premium." 


UK developer makes debut offer 


INTERNATIONAL BONDS 


By Edward Luce 

Capital Shopping Centres, 
the incs largest developer of 
out-of-town shopping hubs, 
provided some diversion on 
an otherwise slow day with 
its debut v anill a bond offer- 
ing. The £200m bond, which 
was lead-managed by Dresd- 
ner. SBC Warburg and UBS. 
was also the first sterling 
fixed-rate corporate issue in 
a 15-year tenor for some 
time. 

UBS said the company bad 
been attracted by the low 
cost of borrowing at the long 
end of the sector. With a flat, 
or partly inverted, yield 
curve in sterling, short-term 
borrowing from banks is less 
attractive than long-term 
funding from the bond 
market 


The bond, priced to yield 
100 basis points over 15-year 
gilts, was distributed almost 
exclusively to UK institu- 
tional investors. Including 
insurance funds and asset 
managers. "For Capital 
Shopping to get a coupon of 
less than 7 per cent on 
15-year funding was a very 
good opportunity." said one 
banker. 

Analysts expect UK prop- 
erty companies to become 
increasingly frequent visi- 
tors to the eurobond xnaiket. 
The absence of financial cov- 
enants and the cheap 
long-term funding available 
are expected to prove strong 
enticements. Capital Shop- 
ping. which has a "conserva- 
tive" gearing ratio according 
to officials, has previously 
issued two convertible 
bonds. 

The company, which was 


1 New intematfonal bond 
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awarded a single-A ratit^ by 
Standard & Poor's, was 
priced slightly wider than 
the existing bond of MEPC, 
the UK's third largi^ prop- 
erty company, whose 20-year 
bond trades at a spread of 


about SS basts points. 

BRmSH GAS INTERNA- 
TIONAL FINANCE, the fund- 
ing arm of the UK company, 
kept the Italian retail sector 
ticking over yesterday with 
a L2S0bo seven-year oEEering. 


Deutsche Moigan Grenfell, 
joint lead with Banque 
National de Paris, said tiie 
issuer was helped by the fact 
there had been a dearth of 
recent corporate issuance in 
that maturity in lira. 


Debut 

GDRby 

Estonian 

bank 

^ Ymcent Btfaitf 

Eesti Uhispank (United 
Rank of Estonia) lanndied 
tile covintr^s first offoing 
of Global Depositary 
.Receipts yesterday to raise 
np to $50m to finance its 
expansion and lending 
operations. - 

The offering comprises 
3.72m GDRs, which wHl.be 
listed in LQxembom^ and 
quoted on Seaq Zntema- 
ttonal. Raoh GOR rej^nsents 

three ordinary shares, and 
the issue will be priced in 
the week beginning March 
2. Ihe issue represents 37 
per cent of the bank's 
enlaaged capital. 

At current prices. Uhis- 
pank. which is already 
listed on the Tallinn stodc 
exchange, has a market cap- 
italisation of $120m and is 
one of the three biggest 
KanVa in Estwtia. It also has 
operations in r.iH«iiania and 
Latvia, and around, the Rus- 
sian aty of St Petersburg. 

Ain Hanschmidt, Uhis- 
pank president, . said the 
bank needed to expand its . 
capital base to finance .far- 
ther growth domestically 
and r^tonaliy. Aftm* raising 
its capital from EElSOm to 
EE235m. ($16m) in 1996, its 
total assets had neariy qna- 
dmpled, he said at the start 
of an international road- 
show for the issue in Lon- 
don yestcaday. 

Uhispank was formed in 
1994 from the mmger-<rf 10 
small banks . that had 
become embroiled in Eston- 
ia's 1992 tMtiiring crisis^ It is 
about the same size in aseet 
terms as Hansapank and 
Eesti Hoinpank, the ptiier 
main Estonian banks,, - 

Nomura International is 
global co-ordinotor for Uhisr 
pank's 6DR issne, with ABN 
Amro Rothschild and UBS 
as co-lead managers. 


CAPITAL MARKETS NEWS DIGEST 


Property group m 
securitisation deal 

and Income (hnnp (CfT), the acquisitive, 
privatelyheld UK i^qperty groiqi which has snapped vp 
trophy buildings along the south bank of the Thames, is 
to raise £843m In debt throu^ a commercial property 
geciiritisatiim. "nie three-tranche offering, arranged by 
Union pank of SwitzerUmd, Is.a boost to tte fledgling 
piarifrt- in European pr^erty debt, secoritisations. 

Althou^ billions of dollars are borrowed on behalf of 
p roperl y Mzxqiaaies tfaxou^ this structure in toe US. toe 
appetite awinng Eun^iean borrowers and investors has 
limited Last October^ Morgan Stanley announced a 
multotrandhe offming to refinance Canary Wharf 
in Ltmdon's DocKlands. 

JolmBarniUtotiwiLCtoef executive said the 

funds would be.us^ to pay down debt to finance fur- 

ther acquisitir^ & Wid toe all-in. cost rtf borrowing 
would ba 75 basis points over Libor, roomily' 130 basis 
points below current borrowings. Int erest payments are 

badredbyrental Incomes from six of CTTs most promi- . 
neht properties, inffiivUng - Sm nnntaineEs House, Royal 
Ml"* Court and 120 High Holbom. Several of these are 
omiiBed by T.TK g ove rnment ageames. .othar- tenants • 
ipr i n de British Telecom and the US-based invesbnent 
bank Mesrill Lyzvch. _ 

Twnutt ^ file allow prupeitles to be substitated so 
that CTF may sl^ or redevelop buflidiDgs before the securi- 

fias matur e. Mr BairoU Brown Said. There are no pre-pay- 
ment pexialties although properties hacking the debt most 
maintain a loan-to:value ratio of at least 80 per oenL 


. 7110 deal consists of ft £277hi commercial paper senior 
debt tranche rated A-l+f^l which will be swapped into 
US doDars and sold to US invertors. Quarteriy rmit pay- 
ments will be swajKi^.into 30-^' interest payments on 
toe commeccia] paper. The other two tranches are £33m 
ea ri i' of 12-year subordinated debt, one rated A and the 
otfa^ rated BBB, which have been privately placed with 
European Investws. ' 

Norma Cohen, Property Ccerespondmt 

JAPANESE BANKING 


Moody’s warns of downgrade 

Moody’s, toe US oedit rating agency, has put the -^Id's 
largest bank. Bank of Tbkyo-Mhsiitdshi, cm review for a 
possible downgrade. The current rating Is Aa2. Dai-ichi 
Eangyo was also put on a negative xewiew, while Ikuwa 
Bank's long-term deposit rating was downgraded from 
Baal to Baa3. 

The moves followed a report from Moody's on the Japa- 
nese hanking Sector, which warned that it will "enter the 
next century in a debilitated state". 

Moody's said its review of BIM "was prompted ptimp- 
ily by the increased pressures on the hank’s asset quality 
stemming, from its large exposure to botrowers in south- 


east Asian countries and the detmlorating domestic econ- 
omy to japmi". Simon Davies 
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95.7500 

336 

-004 

-0.36 

*2 87 

Ppiane 

07/34 

7.125 

BBB- 10:3000 

667 

-43 tn 

*0.10 

*1jj 

Russia 

C6/07 

IQQGG 

BB- 

9aiOQQ 

1 ^.77 

4mi 

*005 

*6.30 

■ LATBBAMBaCA 








«\rgentina 

09.27 

97S0 

BB 

98.60CO 

9.86 

•4.02 

-048 

•4 133 

Brazil 

0&?7 

10125 

B8- 

96.1000 

10.5S 

-0 07 

-0 66 

*4.72 

Mexico 

05/2« 

11.500 

BB 121.3000 

9.33 

*0.04 

-0 33 

•3.52 

■ ASIA 









Chna 

or /06 

7 750 

B8B* 103.9750 

7.09 

-aos 

-0.01 

*1 63 

PhIHpolnaa 

10/16 

8 750 

BB* 

34 4000 

9.39 

-0 IS 

-I2S 

*3 76 

Ihaland 

ojior 

7 750 

BBB- 

34.9000 

10.37 

- 

-0 66 

*4.90 

« AFAICA/MDDLE EAST 







Lebanon 

07.-00 

9.125 

BB- 102.0000 

315 

*006 

*0 31 

•2.S1 

South Alhca liy06 

5.373 

BB> 

98 650-} 

ai3 

*0.02 

*0 14 

•3.13 

Turlesy 

09/07 

10 000 

B 

99 700C 

(0.03 

-0.05 

*0.29 

*4.50 

■ BRADY BONDS 








/wgenrina 

03/50 

5.SC0 

BB 

74 7500 

6.40 

*0 09 

-Oil 

*2.64 

Brazt 

04/14 

4.S00 

SB- 

80 1300 

9.73 

-002 

-0.57 


Mavieo 

ia-i9 

6.2» 

BB 


7.S0 

-0.01 

-0.10 


VonosiMla 

03.« 

6.750 

B* 

56 3500 

8.09 

“ 

^.11 

*3.39 


BOND RITURES AND OPTIONS 
France 

■ NOnONAL FRB4CH BOND FimiRES (MA1V) rTr500.0CIO 



Open 

Sen price Change 

High 

IJOW 

Est wl. Open InL 

Mar 

103.68 

103.76 

*002 

103.88 

103.66 

2.121 

122.073 

Jun 

10X06 

103.18 

*0.04 

103.26 

103.06 

200 

13,180 

Sep 

102.82 

10^94 

•41.04 

1CC.82 

102.82 

2 

_ 


LONG TERM FRENCH BOND OPTIONS <MAT1R 


Strike 

Price 

Jan 

-• C/UI.S " 
Fab 

Mar 

Jsn 

- PUTS - 
Feb 

Mar 

99 

386 

302 

346 

aoi 

0.06 

0.22 

100 

2.89 

2.38 

2.62 

OJS 

012 

037 

im 

1.90 

1.54 

1.87 

002 

036 

060 

102 

a39 

0.83 

103 

ail 

0.S6 

0.96 

103 

0.32 

0.36 

0.74 

044 

1i»7 

146 

est. <91 ubl ctfs 

TiAtS P|«s I4J37 Prcmoui cen-s Opan H. Cau 71218 Fab 120.1*0 


Germany 

■ NOTIONAL GERMAN BUND FUTURES nJF=FEI' DMZSgOOO 100th8 of 100^1 

Open Sett price Change High Low Est vel Open Int 
Mar 107.S3 107.39 -Hl.ll 107.49 107.30 57374 376609 

Jufi -(06.35 106.81 4-0.12 106.89 106.83 635 14803 

■ BUND BJTURES OPTKXIS (UFFB DMgsaOOO points of 100% 


Smie 

nice 

Mar 

Apr 

CALLS - 
May 

Jun 

Mir 

Apr 

PUTS — 
May 

Jun 

10700 

046 

0.50 

0.73 

092 

0.08 

0.68 

0.92 

1.11 

10750 

0.15 

030 

0.52 

0.70 

027 

0.99 


1.39 

loeoo 

003 

017 

0.36 

0.52 

065 

1.36 

165 

1.71 

Eat vcL iDtal, Cats 2*00 Tub 1721& PNwom day^ ope> nc. Ctta 337181 An 3Q97S: 


I NOTIONAL GBIMAN BUND (BOBL) FUTURES 
<DTH( DM2SO.OCO IQOths at 100% 



Open 

Settpnee Change 

Mgh 

Low 

EsL vd Opan ire. 

1.1a’ 

Jui 

1C545 
105 17 

1C5.48 

106.15 

-47.04 

*002 

105.52 

105.17 

105/43 

105.15 

34.180 

63 

2S9.S57 

17.900 

■ NOnON/^LGEIMANBOBLFUTmtESajFFE)* 

OM250.000 tooths o( 100«5 


epen 

Sessnee 

Change 

High 

Lew 

Est kd 

Open nt 

r/ar 

Jiin 

13&SI 

1:646 

105.14 

*0.C2 

•4)03 

105.51 

105.17 

10546 

10S.1S 

781 

17.960 

430 

Italy 









■ NOTIONAL rTAUAN GOVT, BONO (BTP) FUTURES 

lUFFEi- Uro 350n; lOCVs =f 100% 


Cper. Sez p-ice Change Low EsL vd Opan mt. 

118.30 11S26 -001 118.40 118.17 30756 I2312S 

117.93 117.77 - 117.90 117.75 1857 30834 

B (TAUAN GOVT. BOM) (ETPinmiRES OPTIONS OJFFe LnaOn lOOtte 0(100% 


Mar 

Jun 


Sb»e 

Price 


— — CJ 

iAV 

OIS 

Jitfl 

Mar 

PUTS - 

Jun 

11600 


CSS 

1 13 

Oil 


1.36 

11650 


311 

3.39 

036 


T.62 

11600 


c.m 

069 

0.78 


1.92 

to i-uL leM. Cds 2$4 itts. t^eveus day's open ■«, ilv*. agsri Pm 10707* 

Spain 







■ NOTIONAL SP/VOSH BOND RHURES MEFF) 





Oc«r, 

SeCTce Change High 

Low 

Eat vd. 

Open ire 

Mar 

1 C 6.66 

1CS.65 

-0.11 103.73 

108.61 

36.194 

117^16 

Jun 

- 

1C6.2: 

*010 

- 

. 

652 

UK 







■ NOTIONAL UK GILT FUTURES RJFFET SSOOOO 32nds of t009b 



Ocen 

SeSsnse Change High 

LOW 

Eat vd 

Open ire 

.Mar 

124-07 

124-C3 

-005 124-09 

123-31 

43137 

177662 

dun 

iC7-:*o 

1094M 

•P <2 108-1? 

107-30 

5567 

13999 

■ LONG GOT FUTURES OPTIONS UPFQS50roa64|tBc(tQQ«> 


SinHr 

Price 


^ . 





.Mar 

Apr Mj-/ Jun Mar 

Apr 

May 

JW) 

124 

0/31 

0 

0 C 0-17 

15-te 

15-56 

15-56 

126 

0-03 

Q 

0 0 0-63 

16-56 

16- 54 

16-56 

126 

04i1 

3 

0 1-61 

17-56 


17-56 

Et. ve> tUSi. Cits <336 P.'e r<95. d»‘o ep4n aiu CA 7Sil3 toa *2933 


Ecu 

a ECU BONO FUTURES 'P.'ATIF; ECUIQO.OOO 


Open 

153.04 


Sgrgrcf c* w * .ge 

IC3.C2 -0.02 


High 

103.04 


Low 
IQS 96 


Esi. voL Open «u 
4.768 5.741 


LBngan enarig. Frees M USS 
«anoM 4 ftor-s rMii^ 


3oiK0‘ iRaacme Oa»vr Mamaben. 


Mar 


US 

a us TREASURY BOND FUTURES iCgn SiQO.OOO 32nn at 1(M% 

Opan Sen cr«e Char.5a High Low &t. not. Opai InL 
uor 121-70 1?1-^S -C-13 122-C3 121-18 643.M7 642,384 

Jun 121-0 121-19 *C-n 121-24 1S1-Q6 17,690 92,770 

Sec 121 - 1 ; 121-07 - 0-13 121-11 121 ^ 42a 31.662 

Japan 

a NOTIONAL LONG TERM JAPANESE QOVT. BOND FUTURES 

lUrFS YiOOm TQOthe c? iCWtf 

Open Seu Change High Low 
rjar 129.SO 129.57 129.49 

J-jn 129 X 129ns 129 00 795 

* LFTE hAns obv nded cn APT M Own traaree figs, are Ui iimiiin day 


E9L mol Qpoi eiL 
3016 ra 


US CORPORATE BONDS 


fV> 16 


Red S ft P BU 

date Coupn Rating 


Pac Bel 

07r02 

7JS 

AA- 

10S.046B 

NYTcl 

06/2S 

7.00 

A* 

100X027 

ewe 

OSriOB 

6.D0 

BBB 

1104177, 

.■ mANciAiLS. . 

■ ['■‘.I 


' T ’’ 

GECX: 

05/D7 

8.75 

AAA 

1107709 

Banc One 

oa«2 

7.25 

A* 

1(M.72e9 

US West 

01/07 

7.60 B8B* 

105.6839 

. ■ B4DUSTRIALS . 



• 

WMXTach 

04/99 

6.25 

A- 

100.1127 

WaiMart 

0f»O2 

075 

AA 

103.4SOG 

Dayton Hud 

OGGI 

9.70 BBB* 

132.6596 

■ AGBsaes 




• *' 

FHLMC 

04/07 

7.14 

N/A 

1008706 

»MA 

osno 

7.50 

tVA 

103.7642 

FNMA 

02/18 

095 

N/A 

131.7212 

FFCS 

o6/oe 

895 

N/A 

1201918 

U MteiviEUI 





Stone Com 

02/01 

9.88 

B 

101.8790 

/VKStt 

12/01 

9.13 

BB- 

106.7500 

Pacalta 

0&04 

10.75 

B- 

99X)000 


Day^ Mm*i Sprd 
Bu Gh08 V 

y«Md . vu j^'Qovli ' 

5S1 -a04 4^12 *0/U3 
eS9 -0.03 40.10 +1.14 
6.58 -003 eOlS t1.03 

'6.06 -008 .fO.06 40.51 
002 -0.03 40J20 40.59 
045 -OJB' -Ofil 4090 

■ ■ • j. . . '.4. . ' 

&13 -ons 4009 ->6.13 

531 -004 40.09 4038 

6.86 -0.08 40.03 +ini 

■ t'lir' ‘■'s'' 

5.87 -0.03 40.12 40n2 
&52 -004 40.10 40.17 
6.16 -003 40.11 40S1 

5,63 -ons. tons 40,26 

ono - - 

0.00 - - 

ono - . 


IKTERNATIOHAL BONDS 

' . Day's Mm's Smad 

Rad S&P BU aid ch^ ehQt v 

Ftb 16 .' ’ OMa Co^Mn - Ftttng , price ytd yid yid aovn 

BB - ' 0807 5.750 AAA 1054400 &h0 -002 -012 40T2 

Spain 01/07 5250' AA 10498D0 SjM -003 -0.17 40.18 

PhHpMoiTb CQitM 5.375 A TO1J30OD &10 -CUB -O10 *0JSH 

PMndfW. ' OB/02 amO AA 10Q.6982 3.93. -0J)1 ' -OJM -0.26 

Austria 01/04 AAA, 1039100 . 4J3 4001 --0JM9 4016 


Abbey Nat . 

02AJ4 

OOOO 

AA 1Q6JMOO 

4X0 


-007 

CredFcnctw 

ISAM. 

Ol» 

. A 1201900 

9.13 

•4)01. 

-OD 6 

SCPFRN 

12/01 

3.^ 

AA- 66ftOS1 

4.18 

-ojn 





... ■_ • 11 


QB 

02/07 

7JQQQ 

AAA 1116500 

051 

, « 

■4L11 

AblnyNat ■ 

• 02/02 

0800 

AA 10O3CO0 

Bill 

_ 

^11 

warotoey 

06A)0 

8.625 

A 1O7.M0O 

018 

-dm 

•O 01 

B 8 FFW 

03An 

9625 

AAA lOOJMM 

4.63 

- 

-012 


ES 

OrasdmrBk 
BMishOBS 
AtXlqtNatFRN. 

Ja 


12D7 

7.62S 

AAA 110.1140 

021 

-O01 

-ai4 

*024 

12/07 

7.750 

AA- 106/9639 

075 

-0.01 

-0.11 

*0.76 

03AID 

7JBS 

. A* 101.2310 

097. 

-am 

-020 

*029 

tone 

TftSO' 

• AA 1001426 

015 

- 

-021 

-0.13 


NewYortidBrtig. 

SuncM ft Peer's laBnga. iMek: wiWannuN bwa. 


US INTEREST RATES 


Source IntancUiw DNalPTMenaalea 


Doss (Mar ij) Tnesury BIUs and Bond Ybldi 

to nonSi TanjMr 

Rtoto Bif Tm imSh _ TlnayMr-w_ 

Bnkwbaniais 7U TNwinanti__ 521 RMynr 


SB 04AI7 7250 AAA 1064000 526 -0.03 -0J)1 

ABNAiWO 06ID7 ' 7.125 AAr- lOfteSOO 621 -005 4001 

Ouabee 01/07 7JX10 A4 104,7273 630 -0.02 4001 

CWeocpFRN OB04 '0938 . At- S92000 6.10 40418 

BaywL-ek OUM 6.500. AAA il9J96S . Sfti -tOOZ 4014 

Toanto' .0504 8.500 : /UW 11A1500 6.74 4002 4016 

Sal Canada . 07/99 10425. A» 1055037 593 4005 4014 

toitactwBFRN 08AB' &87S AAA 101.4588 551 4002 -008 


Fh kndi M lotamotM 


UK BONDS 


5& Sh anoi 523 lO-yw 

toyew 525 30^ 


524 
S2B 
543 
548 

525 


WoridBank 034B 5250 AM 11541500 121 -nrw .,026 

SpNn 034)2 5250 AA 1172300 125 - 4010 

CrtaFbnaar. Q 8 iD 2 4J50 A 112S728 1.71 -OJ 02 40.10 

HalyFRN 07A0 02S7 AA 1002560 040 -022 4027 


4024 
4083 
•HI2e 
' <* -rv 
*025 
4016 
4096 
4023 

+021 

4025' 

*0.71 

-025 


FTSE Actuaries Govt. Securities 


Price incScea 
UK OBta 


Mon Day's FH Accniad ' xd ^|. 
Feb 18 dianga S Fab 13 fcitafaat ytd 




UK Indices 

•*edliim coupoB yMd--Hgh coupon yMd- 


1 

Up to S yeas (19) 

121.05 

OOl 

121 JN 

2.78 

088 

S yia 

006 008 084 

018* 

018 



022 

007 

007 

665 

764 

766 


S-15 years (20) 

16229 

006 

16228 

224 

1 D 6 

15 yis . 

092 5.93 . 7.28 

565 

096 




Over 15 yeere 15) 

199.70 

0.12 

20021 

229 

1.14 

20 yis 

082 093 738 

094 

095 

765 

007 


kradeemables (4) 

34068 

021 

Z46At 

3.02 

IjOT 

kred.t 

007 6 m . 7/48 

5 

/U stods (45) 

im.05 

005 

155.15 

2ft8 

1.04 







indasrOnkad 







. — MMmS% — 
F 6 b 16 F4b 13 Yr. ago 


— Mlption 10 % — 
Feb 16 Feb 13 Vr. too 



6 

Up to 5 years 12 ) 

21015 

0 .U 

216J17 

Z34 

(LOO 

.Up to 6 yn 

069 260' 266 


1.78 

271 

1.78 

271 

221 

212 




Over S years ( 10 ) 

21823 

005 

21821' 

078 

1.85 

Over 5 yn 

2te 293 035 




8 

Al stocldlia 

217.52 

0.05 

217.41 

QS4 

1.67 





Avera9»9WwiwjeiTipBonyii ds are waiwnabwa.CaueanBwdK Loir. Q».Wl»;Madi^eH.lg)W;V^l1»w^ 
FT Rxed Interest indices 

F«b 16 Feb 13 Feb 12 Fab 11 Ftt i 0 Yr^. HWe Law 


Govt Secs. (UfO 103.97 10325 10320 103.84 10323 9620 103.97 8321 
e PTSe W nm en a l LM 1496. Aa rf^ita renrvM. • lor 1987/98. Oonembenc Seeurtto' Mgb 
campdam- 139.50 (i«CS»et. low SU3 iBllOl/rs. BMta m aammniM 8 mwIM 1 Vl^and Rm 


ftb.16 ftb'iS Fabl2 Febli F^ lo Yr^ ttg,- 
Itod Intwaat 1»60 13923 136.03 13628 1M.12 119.92 13920 1152 


UK GILTS PRICES 
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CURRENCIES AND MONEY 




unsettles Indonesian rupiah 


markets report 


By Richard Adams 

Coatim^g reports tiiat 
Indonesia is prepared - to 
adopt a currency board 
caused heavy trading in the 
rdpiah against the dollar 
yestetiay, after the Interna- 
tional Monetary Fund mai^^ 

clear its oRposMon. 

A sesiicr Indonesian minis’ 
ter said the govemmmit was 
seriously studying the pro- 
PO^. as reports came of 
tightening credit squeezes 
on local banks in Jakarta. 

Trading in New York was 
clo^ for a hoUday. with the 
other major markets quiet 
ahead of the G7 meeting in 
London this weekend 
the atmouncemeut of a new 
Japanese fiscal paofcng p .oq 
F riday. 

The jitters over the Indo- 
nesian plan; which would 
lihely fix the rupiah at 
around Rp5,000 to the dollar, 
drag^ down other cmren- 
cies in the region, especially 


•the Thai bcj]^ Tlie yen was 
. weaker, as' analysts - 
' more gloomy over the Hkdy 
details of the Bewil aHTHnlwe 
- Hie doDar strengthen^ to 
by tbe dose of- trad- 
ing hours in -London,, up 
T0.6B from ^day’s close. 
The dollar and sterling both 
abed half a p fennig gainst 
the D-Mark in Europe. 

■ “Board .to Tears" was the 
verdict' of Paul McNamara, 
intemation 2 tl economist at 
Julius Baer Investments In 
London, over Indonesia's 
■Willingness to adopt a eur- 
reocy board. 

Opinion is . mixed over 
whether a currency board is 
the best course of actUm to 
stabilise ' the . rupiah - 
“Indonesia's only qualifica- 
tion is that it- has 
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the patience of domestic and 
intemational investors,'* Mr 
•McNamara said. But ana- 
lysts were unanimous that 
the . plan is unlikely to go 
ahead In the teeth of opposi- 
tion from the IMF. 

. Michel Camdessus, the 
IMF managing director, said 
there would be a good 
chance the Fund would halt 
funds for Indonesia if It went 
ahead with the currency 
board proposaL 

Ihe eSiect on the currency 
market was for a plunge in 
the nq>iah to Rpl0,800. fol- 
lowed by a- recovery to 
around Rp9,600 as traders 
ccaisidered the risks of get- 
ting caught hnwtnp tjxe cur- 
rency if a bo^ was sud- 
denly Imposed. 

"We don't want to be 
cau^t long at 10,000 when 
the government suddenly 
fixes it at the 5.000 level,” 
pne trader in Jakarta said. 

B New research by Peter 
Warburton at Flemings 
Research in London suggests 
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that the US will need to 
reUuc its monetary policy or 
risk slowing world trade 
growth. In the wake of the 
Asian o^ieavals. 

The Flemings research 
uses a .concept of "hard cur- 
rency money stock”, which 
measures private sector cash 
and retail deposits denomi- 
nated in hard currencies. 
Domestic and intonational 
trade by emerging market 


economies is still largely 
' financed by hank-mo ’ systems 
1 rather than capital market 
instruments >. A fall in the 
hard currency stock, as has 
happened since the five 
Asian currencies broke their 
dollar link, hurts export 
industries in emerging mar- 
kets. "Hence the conse- 
quences for international 
trade of a hanking crisis in 
Latin America or East Asia 
are liable to be severe." 
Flemings notes. 

"As the monopoly protider 
of dollar liquidity, whether 
through the US money mar- 
kets or \1a pressure on the 
US monetary sector, the 
appropriate response to the 
Arian crisis is a temporar>' 
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but dramatic relaxation of 
L'S monetary policy,” Mr 
Warburton writes. 

■ Wim Duisenberg, one of 
the two leading candidates 
to head the European Cen- 
tral Bank when it comes into 
existence next year, yester- 
day sent a clear message 
that sterling would be 
required to show exchange 
rate stabilitt' for a "consider- 
able” period before entry 
into a single currency. 

Speaking to an audience of 
baxikers last night in Lon- 
don, .Mr Duisenberg said: 
"Achiet'ing lasting e.xchange 
rate stability will be neces- 
sary' for the UK to be eligible 
to join the euro-area. In tbe 
future, this will require an 
increased emphasis on the 
exchange rate vis-a-vis the 
euro in tbe framework of the 
UK's monetary' policy." 

That implies that UK 
interest rates will need to set 
with an eye to the pound’s 
exchange rate against the 
euro, for eventual UK entry. 
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Open Sett price Change High Low EsL vol Open InL 
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COMMODITIES AND AGRICULTURE 


Saudis set to 
delay move on 
Opec output 


By Robert Corzine 

Saudi Arabia is likely to 
wait until neiA month before 
considering any steps to sta- 
bilise world oil prices, say 
oCHcials of the Organisation 
of Petroleum Exporting 
Countries. 

Although Opec members 
are continuing to consult on 
the sharp fall in prices since 
their meeting in Jakarta last 
November, Saudi Arabia is 
said to want to wait until 
March before deciding 
whether any specific mea- 
sum need to be taken. 

”We should have a dearer 
picture next month" ot 
underlying market trends, 
said one Gulf Arab oSiciaL 

Oil traders and analysts 
are increasingly looking to 
Saudi Arabia to provide 
relief from the bearisb pres- 
sures that have engulfed 
world oil markets. The King- 
dom orchestrated last 
November’s 10 per cent 
increase in Opec's produc- 
tion ceiling, a move which 
provided the trigger for the 
latest price falL 

Some commentators 
believe mounting financial 
pressure on Saudi Arabia as 
a result of lower prices will 
force it to act to stabilise 
prices. They say that as long 
as prices stay at present low 
levels. Saudi Arabia could 
lose as much as Sibn a 
month in revenues compared 
with last year's average. 

But Opec officials note 
that the “pain threshold" 
varies widely between prod- 
ucing states. Factors other 
than oil prices - such as 
national debt and foreign 
reserve levels and currency 
strength - also play a part. 

Riyadh has so far been 
reluctant to take any unilat- 
eral steps to restrain output 
"So far there is no glut," said 
an Opec ofRcial. "110111 now 
there has been no overhang 
and no floating storage.’ 


But many in the market 
are less confident. "Oil 
production is exceeding 
consumption," Insists Tom 
Manning at industry 
consultants Purvin and 
Gertz in Houston. 

The Middle East Economic 
Survey yesterday reported 
Opec ou^ut in Januan’ was 
2S.l3m barrels a day, well 
above the 2T.5m b/d produc- 
tion ceiling, even though 
Iraqi exports were running 
at a relatively low level dur- 
ing that period. 

“If everyone adhered to 
their quotas and Opec cut 
back by 700,000 b.'d then we 
could have much firmer 
prices," said the Gulf oSicia]. 

But the Centre for Global 
Energy Studies yesterday 
said much deeper cuts might 
be needed to turn round 
market sentiment. “Opec's 
output would have to faD to 
26m b/d in the near term" 
for oil prices to average 
around $16 a barrel in 1993. 

It suggested Opec should 
cut output by 10 per cent on 
a pro-rata basis as an alter- 
native to reopening the 
quota issue, which has 
proved divisive in the past. 

Saudi Arabia still seems to 
believe, however, that world 
oil markets remain vulnera- 
ble to even relatively small 
interruptions in supply 
while existing spare produc- 
tion capacity' is limlt^. 

Analysts remain divided 
as to whether Saudi Arabia's 
decision to demand a rise in 
the celling was merely a mis- 
calculation due to poor tim- 
ing, or whether it w’as the 
opening gambit in a longer 
term strategy to punish per- 
sistent quota cheaters. 

If the latter, then it looks 
likely to be a costly exercise: 
figures published by CGES 
show Saudi Arabia and 
Veneruela stand to lose 
$3.-tbn and $lbn respectively 
in the first quarter, due to 
lower prices. 


Glut threat puts pressure on oil prices 


MARKETS REPORT 


By Gary Mead 
and Robert Conine 

Oil prices hit yet a fresb 
46-month low yesterday as 
the threat of an oil ghit eon- 
tinned to put pressure on 
world petroleum markets. 

Brent Blend for April 
delivery, the international 
bellwether, fell to $14.45 in 
afternoon trading on Lon- 
don's International Petro- 
leum Exchange. It ended at 
$14.52 a barrel. 34 cents 
dowm on Friday's close. 


Rising global oil stocks 
and the absence of any eSort 
by big producers to rein in 
output underpinned the 
gloomy market sentiment. 
The poor fundamental out- 
look outweighed any con- 
cerns about a oulltary ctm- 
frontation in Qie Gulf. 

The bear market in base 
metals strode on yesterday 
with the price for three- 
month zinc coming under 
particular attrurk on the Lon- 
don Metal Exchange. The 
price hit £L051 a tonne, Its 
lowest since December 1986. 
when it touched $1,038. 


before closing at $1,065, $27 
down from last Friday. 

“Market sentiment is very 
weak., we have a set of very 
thin trading conditions for 
all base metals at- the 
moment; it's therefore easy 
for 'ttie sellers to bring tire 
market down." said Martin 
SQirires, analyst with the 
brokers Rudolf Wolff. 

Other metals on the LME 
were equally weak. Three- 
month copper closed $5 a 
tonne lower at SL691. while 
nickel slid almost 4 per cent 
$205. to $5,505 a toinne. Most 
analysts concur that the 


recent upward bounce in 
mckel prices is unsustaina- 
ble, and that yesterday’s 
downward correction was 
overdue. Billiton, in its lat- 
est Metals Weekly Report, 
forecast an IS^OOO-fonne sur- 
plus of refined xd^l in 1968, 
building to a 60.000-tonne 
surplus in 1999. 

Sergei' Gorny. deputy 
director general Alma^- 
velirexpqrt. ' the Russian 
export agency for precious 
group metals, told Reuters 
yesterday that documents 
permitting exports of plati- 
ttum and panwiiniH “could 


be signed within the next 
month," in a move widely 
interpreted as -being an 
effort to ease fears that the 
big consumers of these met* 
als - Japan in particular - 
niight be left short, as was 
the case last year when 
prices soared. 

Me Gorny said Russia had 
enouc^ of both precious met- 
als to meet demand for the 
foreseeable future. Russia . 
supplies about 80 per of 
world panadium and some 20 
per cent of platinum. 

Gold was relatively quiet, 
the afternoon "fix" in Inn- 


don of per troy ounce 
was $1.50 higher than in.the 
rooniiBg. 

On the London Interna- 
tional Financial Futures 
Exchange, volumes were 
flgfliH low. partly as a result 
of a public holiday in the US 
where commodity exchanges 
were closed. In coflfee. total 
volumes were just 2.538 lots; 
the March contract closed 
$26 down at $1,734 a tonne. 
The .cocoa market was 
equally ' moribund; March 
cocoa ' managed to r^ain 
£1.000 by the close, £4 a 
tonne hl^ser. 


Storm clouds over Kenyan tea industry 

Producers are striking over 
demands for processing plants 
to be given more autonomy 


T h^ should be good 
times for Kenya’s tea 
formers. World prices 
for their product are impres- 
sively high, the El Nino 
weather phenomenon has 
brought plenty of rain, and 
as long as there is no 
drought next rear’s output 
could hit a new record. 

But instead of celebrating, 
some of the country's small- 
holders have stopped pick- 
ing. Obe^g a strike call, 
farmers in Kenya’s central 
prov-ince have since early 
February par^>*sed 10 pro- 
cessing factories, set up road 
barricades, beaten up sus- 
pected strike-breakers and 
threatened tea authority 
staff with lynching. 

’The stoppage marks a 
watershed for the sector, 
raising the possibility of the 
disintegration of the Kenya 
Tea Development .AuthoiiQ', 
once hailed as a model of 
how a parastatal represent- 
ing small fanners should be 
run. 

At the heart of the trouble 
lie demands made by the 
Kenya Union of Small-Scale 
Tea-Ovmers (KUSSTO). an 
unr^istered union. KUSSTO 
is calling for K'TDA's pay- 
ments to be increased and 


made up-front, and for each 
factory to be given jurisdic- 
tion over eamings, trans- 
port, marketing and staff. 

Critics dismiss the 
demands as out of ah propor- 
tion to world prices, saying 
they naive^ ignore the cost 
to K'TDA of processing and 
marketing operations - a cut 
protestors often automati- 
cally assume has been 
diverted by corrupt tea 
authority officials. 

“Those who lost in last 
year's tea factory elections 
have teamed up wifti tiie los- 
ers in the parliamentary 
polls to make political capi- 
tal," says John Kanmgu 
KTDA. “These are purely 
Qon-ecoDomieal issues.** 

But while its expectations 
may be exaggerated. Kl^- 
STO's campaign betrays the 
wiaiaigo that has been brew- 
ing in the tea iiuivtstry for 
years - spurred, ironically, 
by KTDA's remarkable sne- 
ers. 

Set up in 1984 with the 
help of Britain’s Common- 
wealth Development Cetpo- 
ration (CDC). KTDA origi- 
nally provl^ad 7.000 fam^rs 
with tools, loans, fertilisers 
and monthly payments, 
while overseeing construc- 



The strike could soon peter out as formen wlD wjt be able to resist current buoyant prices 


tloQ of the processing facto- 
ries in which the farmers 
owned shares. Today, it is 
responsible for 288.000 small- 
bold^ who 60 per 

cent of the oop. 

As satl^ded formers have 
sow n eve r greater areas to 
tea. KTDA has struggled to 
keep pace. Overwhelmed 
with produce, factories have 
become conge sted. Farmers 
complain that KTDA lorries 
and agents arrive late or not 


at all, leaving their pickings 
to rot 

“KTDA management has 
not modernised to match the 
growth of its smallholders,” 
said Kozigu Gatabald of the 
CDC. “It hasn't eau^t up 
with information technology 
and it has ne^ected research 
and development It is the 
seme static organisation it 
was 30 years ago.” 

The government has prom- 
ised to privatise the tea pro- 


cessing foctories, and that is 
one rrf' tbe changes KUSSTO 
is But analyste 

say if KTDA top manage- 
ment is: removed fruin the 
factories, Kenya ri^ losing 
the e^eatise and a^erience 
needed to guarantee a -faigh- 
q;uaUty crop and compete 
internationally. 

“The fann^ do require 
an umbrella body wluch can 
keep in' touch with the inter- 
national market, provide 


support and bring in outside 
he lp if necessary, " says Mr 
Gfltflhatel. 

«Tbe factmies would have 
to group together and you’d 
essentially be back to the 
existing system. In the 
meantime, if Kenya loses its 
reputation in the world mar- 
ket it will take years to re- 
esiabBsb.” be says. 

Musalia Mudavadi; Ken- 
ya’s new agriculture minis- 
ter, played the role of 
peacemaker, calling for the 
formas' boycott to be called 
off and asking KTDA's board 
to meet to discuss new 
prices. 

Some tea traders believe 
the strike wni soon peter out 
as formers will not be able to 
resist tapping into current 
buoyant world prices for 
long. 

But the long-term effect of 
the stopp age r nay be more 
profound. ETDA is keen to 
raise funds for up to IS new 
foctories desperately needed 
to cope with the ejqmndiDg 
crop. But by raising a ques- 
tion mark over whether 
KTDA will be in a porition 
to oversee future expansion, 
the strike may scare off 
potential lenders. 

*Tf not checked, this could 
more damage to the 
industry than help.” says an 
industry analyst. “The farm- 
ers are in danger of shooting 
themselves m the foot” 

Michela Wrong 
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Offshore Funds and Insurances 


FT MANAGED FUNDS SERVICE 
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LONDON STOCK EXCHANGE 


Last-minute plunge denies Footsie a new high 




MARKET REPORT 


By PMEp Coggan, 

Markets EcStor 

The UK corporate sector's 
enthusiasm for mergers came to 
the rescue of the London market 
yesterday, after the recent rally 
had appeared to run out of steam 
towards the end of last week. 

But just as it looked as if the 
market was about to establish a 
set of all-time highs, the screen 
was hit by a wave of selling. In 
the last minute of trading, the 
FTSE 100 index dropped nearly 15 
points, from 5.634.3 to 5.6193. up 
37.6 on the day. 

The all-time closing hi^, set 


on February 6, was 5.629.7. The 
All-Share was also robbed of a 
record, fiTiighing at 2,609.38, com- 
pared with a closing peak of 
2.609.93. 

Howerer, the FTSE 250 index 
did manag^ to edge up to a new 
closing 1.7 ahead at 4,991.9. 

'Rie weekend bad seen revived 
speculation about the possibili- 
ties of a Barclays-NatWest 
link-up. and traders dul>' chased 
the banking sector higher. 

Four of yesterday's leading ll 
Footsie stocks were banks. Prior 
to the Lloyds 'TSB results on Fri- 
day, there had been signs of prof- 
it-taking in the sector. 

As well as the rumoured deal, 
some concrete news came when 


supermarket groups Kwik Save 
and Somerfield said they were in 
merger talks. The repc^ had a 
far more beneOrial effect on the 
shares of the former than of the 
latter, but it added a bit of take- 
ovm* spice to yet another stock 
market sector. 

"Corporate restructuring is 
cmnit^ to industries where you 
mi^t not have expected It.” said 
Michael Hughes, group economic 
adviser at Barclays group. 
"Restructuring plays are not just 
in pharmaceuticals and bank- 
ing." 

There was some modest weak- 
ness at the start of trading, as 
investors reacted to some falls in 
Asian markets and currencies, 


and the FTSE 100 index was 
down 3.6 points at 5,678.5 at its 
worst Another proffts vamlstg, 
this time from the retailer Tluan. 
reminded investors of one of the 
threats to the bullish case. 

But the market was quickly 
into its stride and by .lOam, Foot: 
sie bad regained the 5,600 level. 

With Wall Street closed for 
Presidents’ Day, there was noth- 
ing to disrupt the market’s 
momentum in the afternoon. 

Only a last minute blizzard of 
red on the trading screen, attil- 
buted to a late programme ti^e, 
mined the day for the bulls. 

Ironically, smaller stocks, 
which outpeifonned Footsie last 
week. frSed to benefit from yes- 


terday's rebound. The FTSE 
SmallC^ index, which chalked 
np an all-time hi^ on Friday, fdl 
0.2toS.425.& 

Volume, subdued in the free of 
New York’s cloeure, was 661.1m 
shares by ibs 6pm; count, of 
which 5&7 per cent was in non- 
Fbotsie stoeks. Some 37tai shares 
were traded in the pNiny stock 
Em^d Energy. 

Figilires from NatWest Maikks 
show that volmnes rose by 18 per 
between Decembo- and Jan- 
uary. althongh they were u.5 pm* 
emit lower than in January 1997. 
NatWest attributes the yearon- 
year £ah to the introdoctiou of 
the new order-drivmi trading sys- 
tem in October. . . 
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Hints of 
merger 
lift banks 


By Peter John and 
Martin Brice 

Speculation in the Sunday 
press that Barclays and 
National Westminster 
intend to merge raised suspi- 
cions among some of the 
more cynical analysts. 

Barclays announces 
results today and the figures 
are eiq>ected to be clouded 
by the £6S8m cost of getting 
out of equities. 

There are concerns that 
the numbers mig^t be unin- 
spiring in comparison with 
Friday's Lloyds TSB figures, 
which were unmarred by 
securities problems. 

Yesterday, one banking 
specialist commented: "It 
may be pure coincidence 
tbat the story has appeared 
Just before the figures, but 
this has happened before." 

Many analysts are scepti- 
cal that a merger woiJd. in 
any case, be a^wed by the 
government, even if NatWest 
was remotely keen. 

But the maritet needs very 
slim excuses to buy the 
banks. Barclays gained 45 to 
£19.31 and NatWest, further 
helped by rumours of man- 
agement changes, added 34 
to £11.74. 

Lloyds, which has been 
left behind over the past 
three months, reacted to a 
HSBC Securities recommen- 
dation with a gain of 27 to 
9CK^. 


Pearson reached uew 
heights on a combination of 
recommendation and hope. 

The media conglomerate, 
which owns the Financial 
Times, was benefiting from a 
weighty recommendation 
published by Dresdner Klein- 
woEt Benson. 

Hie broker has told clients 
that the component parts of 
the company are worth S9lp 
a share, regardless of any 
takeover speculation, and 15 
per cent earnings growth is 
achievable. 

Analyst Mike Hilton 
believes Pearson has 
embariced on a disposal pro- 
gramme that will raise 
"close to £lbn and be earn- 
ings enhancing". He says 
Pearson is likely to buy the 
three divisions of 
Simon & Schuster of the US 
that Viacom has made avail- 
able for a cost of about 
£2.1bn. 

Loma Tilbian of Panmnre 
Gordon said acquiring those 
divisions would be "a major 
strategic move in the one 
area in which we think Pear- 
son could be a global 
leader". 

The shares rattled through 
Mr HUton's valuation price 
to hit 897p, a new peak, but 
eased back later to dose 28 
better at 878p. 

Unseasonally sultry Febru- 
ary weather reminded oil 
specialists of the pressures 
on the underlying price as 
the lack of weather related 
demand combined with 
weakness in Asia and more 
supply firom Iraq. 

Brent re main ^ depressed 
at under $15 a barrel and BP. 
the oil major most exposed 
to upstream activity, shed 8 
to TSTp. 
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I S 2 week Mulls and lows 

UFFE EqMty OpUone 
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Total Lows 

37 
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9.195 


capacity pushed the shares ^ ^ 

op 6 to 269i^p. 182 M 

HSBC Securities and Na^ pm 
West both recommended tbe 
'stock although Sutherlands 
hlghliehtPd a sharp forecast 
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Rockwell Automation 
provides 500,000 
products, for more 
choices than any other 
automation supplier. 
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Investors’ focus falls on Indonesia 


WORLD OVERVIEW 


Indonesia's plans for a 
curreoc^ board system to 
stabilise the rupiah were the 
main focus for iutematioDal 
investors yesterday, espe- 
cially as Wall Street was 
closed for President’s Day. 
mites Philip Coggan. 

After the international 
Monetary Fund said it would 
pull out of its rescue pack- 
age if Indonesia went ahead 
with its plans, currency trad- 
ers were faced with two 
unpalatable alternatives - 
either the package would 
collapse or Indonesia would 
abandon its proposal, the 
announcement of which 
prompted the rupiah to 

Toronto 
slows on 
WaU St 
holiday 

Shares in Toronto drifted 
sidew'ays with Wall Street's 
closure for the President's 
Day holiday keeping vol- 
umes low. 

Grocery chain Loblaw 
bounced strongly ahead of a 
results statement, but the 
broad market made little 
overall headway in morning 
trading. 

Most of the heavj'welght 
sectors were dull, notably 
banks, and the 300 composite 
Index was up 5.59 at 6.977.60 
at the noon calculation. 

Loblaw was the brightest 
feature, racing ahead by 
CS1.75 to C$26.75 as investors 
took bets on an upbeat earn- 
ings statement later in the 
session. 

Banks made a muted start. 
Royal Bank of Canada gave 
up 20 cents to C$83.15 and 
Bank of Nova Scotia shaded 
10 cents to C$35.25. Toronto- 
Doisinion Bank lost C$1.25 
to C$60.25. 

Alcan Aluminium put on 
15 cents to C^.40 and BCE 
added 25 cents at C$48.3S. 
Seagram gave up 15 cents to 
C$54.50. 

Golds dipped on weaker 
bullion, Barrick came off 5 
cents at CS28.80. 

Bovespa 
suffers a 
thin time 

SAO PAOLO moved lower in 
thin turnover. Dealers said 
that the absence of Wall 
Street bad helped deflate vol- 
ume, with many foreign 
investors taking the chance 
of a day off. 

Telebras made initial 
upward progress ahead of 
tomorrow's options expiry, 
but by the close of morning 
trading the telecoms giant 
had slipped back, losing l.M 
per cent at RS133.60. 

At midsession, the Bov- 
espa index was 138 or 1.3 per 
cent lower at 10 .237. 

MEXICO CITY moved nar- 
rowly lower through a morn- 
ing of dull actitity. 

Dealers said turnover w’as 
mini mal and that most of 
the downturn stemmed from 
a run over of the selling that 
ptished shares sharply lower 
on Friday. 

The IPC Index was off 
35.68 at 4.580.12 at midses- 
sion. 


Singapore equities 
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strengthen sharply last 
week. 

The rupiah dipped below 
10,000 to the dollar once 
more before recovering in 
late trading. Singapore's 
stock market was cau^t in 


the crossfire. This year's 
rally in Asian markets is a 
sign some investors are will- 
ing to return to the region. 

“The pace and extent of 
reform in South Korea and 
the Asean economies argue 


that we have seen the bot- 
tom of the financial erteis" 
says Joe Rooney, global 
strategist at Lehman 
Brothers. 

“The economic crisis in 
south-east Asia has yet to 
have an impact and the flow 
of bad news, including bank- 
ruptcies. will lead to set- 
backs. but tbese are a neces- 
sary symptom of change, 
and as long as the reform 
process continues, the case 
for exposure to Asia 
remains," he says. 

"By contrast, the Japanese 
authorities' proposals for 
dealii^ With the huge bad 
loan problem in the bankmg 
sector fan weD short of what 
is required " cautions Mr 


Rooney. Until this stock of 
aon-perforioing assets ^ 
taken off the banks’ balance 
sheets, it is difficult to see 
how a sustainable recovery 
in the economy and stock 
mar ket can take place.” 

A modest rise in the dollar 
gave support to European 
bourses yesterday. NatWest 
Markets reports that Euro- 
pean domestic share trading 
volumes increased 23 per 
fffn t on the month in Janu- 
ary. with Italy enjoying 
more than cUmbled trade. 

Net inflows into Italian 
share funds almost 
reached record levels. Spain 
also saw a sharp rise in vdl- 
tune, but that was led by 
International investors. 


Paris finishes short of record 


Ignoring a softer dollar and 
minimal volume. PARIS 
broke back above 3J!00 on 
the CAC 40 Index, which 
ended 37.39 bi^er at 3.225.12 
and within striking distance 
of its all-time wgb 

Legrami was in demand 
ahead of tomorrow’s results, 
and merger speculation once 
again got behind drugs 
group. Sanofi. 

But dealers said Wall 
Street's closure and the 
onset of the French school 
holiday had depressed vol- 
ume. Less *baw 9m shares 

chaT>gRtl H enris 

Legrand added FFr26 to 
FFr1,290 while SanoG. long 
seen as one of the most 
likely French takeover tar^ 
gets, rose FFrl9.00 to FFr670. 

France Telecom stayed in 
demand after reportinig 1997 
sales on target and regaling 
analysts with an upbeat 
trading assessment at a post 
figures teleconference. 

Shares in the telecom 
giant, which were sold to 
retail investors at FFr182 
last October, gained FFr5.50 
to FFr294.30 for an advance 
of 7£ per cent in six trading 
sessions. 

Oil leaders had a better 
day in spite of soft oil prices 
and the unseasonal showing 
so Car by the European win- 
ter, Total added FFrl2 at 
FFr628 anf Elf Aquitaine 
FFr9 to FPr6S7. 

FRANKFURT ended 
slightly higher after a day of 
rangebound trading in thin 
volume. The Xetra DAX 
closed 13.14 better at 4.535.56. 

There was little corporate 
new’s to give Investors any 
inspiration. However, engi- 
nemaker Deuta provided 
some interest, ending 4opfg 
higher at D13.45 after a well- 
received set of results. 

OSLO managed to end 
higher in spite of another set 
of disappointing results from 
the country's largest listed 
company. 

Oil and chemicals giant 
Norsk Hydro became the sec- 
ond major Norwegian com- 
pany in a fortnight to disap- 
point investors as it revealed 
worse-than-expected 1997 
earnings, largely due to a 
sharp decline in profitability 
at its fertiliser interests. 

Last week, construction 
company K\’aemer was hit 
after it warned the Aslan cri- 
sis v;ould hit shipbuilding 
margins. 

Norsk shares fell NKrl0.50 
to NKT324.30 on the news, 
which was attributed to 
overcapacity m the fertiliser 
market and also the Asia cri- 
sis. Analysts responded by 
cutting their 1998 forecasts 
by around 10 per cenL 

However, the news had 
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little impact on the market’s 
other giant oil stock, Saga, 
which has no fertiliser inte^ 
ests, ended NKtO60 lower at 
NKT12450. 

Conversely, Kvaemer 
helped the market cUng to 
gains by posting a recovery 
after last week’s slide, 
helped by the announcement 
of substantial property dis- 
posals in the *nie shares 
ended NRrl6.50 higher at 
NEt 293. Overall, the Total 
index was 5.7 higher at 
1.236.03. 

AMSTERDAM moved 
higher In thinnlsh volume 
with solid performances 
from Unilever and Aegon 
supply most of the upward 
drive. The AEX index ended 
up Ills at 985.84. 

Unilever, a slack market 
lately following last week’s 
sllghity disappointing 
results statement from the 
washing powder to ice cream 
giant, jumped F12.40 to 
FI 122. Aegon stood out on a 
mixed day Ibr financials, ris- 
ing F14J0 to FI 20430. 

Royal shared in the broad 
rally for oU stocks generally, 
adding FI 2.10 to FI 108.80 
Long-running takeover spec- 
ulation resurfaced at drinks 
and foods leader Bolswes- 
sanan where the shares 
ga ined 30 cents to FI 33.80. 

ZURICH ended marginally 
bi^er with the SMI Index 
up 6.4 at 6,905.3. CS Holding 
ran into profit-takh^ after 
last week’s sharp gains. The 
shares, buoyed lately by 


rumours of imminent corpo- 
rate activity, came off SFr3 
to SFt258.S0. 

Having la^ed the market 
slightly in recent sessions, 
Zurich Insurance rose SFrlS 
to SFr752. Drugs leaders 
were subdued, Novartis dip- 
ping SFrl to SFt 2.S66 and 
Roche SFr35to SFrl6.550. 
SMH, which expected to 
unveil its results this we^ 
eased SFr2 to SFr835. 

Among smaller caps, Esec, 
which Issued a profits warn- 
ing last week, continued to 
lose ground. The shares 
came off SFrl75 at SFr2.780. 

MILAN changed dire^on 
towards the close to end 
higher, lifted by gains at 
Fiat mid oil group Eni. The 
Mibtel index finished the 
day 79 better at 19.656, with 
brokers saying that domestic 
liquidity had again provided 
the impetus. 

However, as at the end of 
last week, there were signs 
that investors' attention was 
swinging away from finan- 
cials towards industrials. 

Fiat gained L105 to L6.194 
after Us listed car parts unit, 
Magnetti Marelli. said It 
planned to ask for a capital 
increase to fund overseas 
investment 

Magnetti shares rose L233 
pet cent to L3,708. Eni was 
also in favour, cbmhing L2^ 
to LlO.714. 

Telecom Italia Mobile 
gained ground after a week 
in the doldroms. climbing 
L233 to L8.447, helped by 
recent gains in Qal3r’s other 
mobile phone stock, Olivetti, 
which bad made the shares 
seem undervalued, according 
to analysts. 

Olivetti continued its run, 
ending L63 hl^ier at Ll.863. 

MADRID ended higher 
after a strong performance 
from construction stocks 
and utilities ofl^t losses in a 
few key blue chips. 

Endesa ootperformed, 
gaining PtalOO to Pta3.250 
after a Morgan Stanley 
ui^rade and a bullish state- 
ment about cost-cutting. 

Construction stocks also 
benefited after Fomento de 
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Selling hits Singapore blue chips 


ASIA PACinc 


Regional uncertainty pushed 
SINGAPORE steeply lower. 
The Straits Times Industrial 
index, one of the more resil- 
ient .Asian indices over the 
past week, ended off 7i.i4 or 
4.6 per cent at 1.151.S5. 

Blue chips came in for 
heavy selling with Singapore 
Press off 90 r^nts at SS18.90 
and Cycle and Carriage 75 
cents lower at SS6.20. Deal- 
ers said trading volume was 
relatively subdued. 

TOKYO moved lower for 
the third day running in 
thin volume, trrires Gillian 
Tett m Tbkyo. 

The .Nikkei 225 average 
closed at 16,775.52. down 
13.49. During the day's trade 
It moved between 16,589.41 
and 16,775.72. Volumes were 
estimated at 3S0m shares. 
dovMi from 640m on Friday. 

Analysts yssterday blamed 
the fall on fading hopes that 
the government would 
unveil a large stimulu.s pack- 
age to bou.st domestic 
demand. 

Later this week the ruling 
Liberal Democratic party is 
due to announce new mea- 
sures 10 help the economy. 
US officials have been press- 
ing Japan to do more to 


boost domestic activity. 

Although these calls are 
likely to be reiterated when 
Japan travels to the G7 sum- 
mit in London later this 
week, market traders have 
become more sceptical about 
the government's commit- 
ment to radical measures. 

Consequently, the package 
is now expected to Include 
o.'ily structurai reform plans, 
and further fiscal measures 
- if an}* - ore not expected 
until later in the spring. 

Bank share prices fell 
across the board, partly 
reversing sharp rises seen 
earlier this month. Daiwa 
Bank fell Yl2 to Y360. Sak- 
ura Back fell Y32 to Y-I89 
and Sumitomo Y40 to Yl.320. 

The Topix index, which 
covers all first-section 
stocks, fell 0.6 per cent to 
1.373.43. On the Osa.ka stock 
e.Ychange. the index closed 
at 16.949.6T. down 151.50 on 
lim word: of trading. 

HONG KONG ended above 
the day's lows in weak 
HKS7.14 turnover. "Hie Hang 
Seng index came off 130.07 at 
10,124.03 after hitting a ses- 
sion low of 9.918.23. 

Property shares took a 
beating with the sector 
accounting for more than 40 
per cent of the fall in the 
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Hang Seng inde.x. Cheung 
Kong lost HKSl.40 to 
HKS47.20 and Sung Hung 
Kai HKSl.se to HK$4&30. 

The broad dcTAmturc did 
not stop victory Gro*up. the 
car distributor, from pulling 
off a successful debut. The 
shares ended at HK1.20. 
against a flotation price of S7 
cents. 

ECALA LUMPUR lost 
ground as a weaker ringgit 
and the Laliure of a much- 
vaunted merger hit senti- 
menL Tne composite index 
lost 23.56 or 3.4 per cent at 
661,94. The financial sector 
Index tumbled 7.4 per cent. 

Dealers said the break- 
down of talks between 
Rashid Hussain and Com- 
merce Asset, tw'o prominent 
financial ser.ices groups. 


had been a blow to confi- 
dence. RH dropped MSi.23 to 
MS4.82 and CA came off 72 
cents to M$2.68. 

MANILA tracked the 
downtum across the region, 
sliding 72.25 or 3.5 per cent 
to 2XC2.73 OD the composite 
index. Losers outstripped 
gainers by four to one. 
Manila Electric was the 
day's most active stock, fall- 
ing to 106 pesos before set- 
tling 2 pesos lower at ill 
pesos. 

BANGKOK came off 3.2 
per cent in modest volume 
with the SET Index losing 
15.91 at 484.06. The news of a 
heavy first loss by Thai Air- 
ways hit sentiment, already 
weakened by Asian currency’ 
concerns. Bank fbU 

Bt2.S0 to Bt89.00. 

SYDNEY fen teirly steeply 
in low volume The All Ordi- 
naries index came off 31.8 or 
12 per cent to 2.S21.2. Turn- 
over was AS683m. Ranire led 
the way down with the sec- 
tor giving up 1.6 per cent. 
ANZ lost 21 cents to AS9.43 
and Commonwealth 68 cents 
at A$17.584. NAB ended 23 
cents lower at AS19.04. 

Among resource leaders, 
BHP fen 38 cents to A$14.10 
and Rio Tlnto 30 cents to 
AS1&90. 


Constrocciooes y Contratas 
revealed that five bids had 
been received for a 28426 per 
cent stake that is up for s^. 
FCC ended Pta290 higher at 
Pta6,480, and also boosted 
rival builder Dr^ados y 
Construcciones, which 
clos^ Ptal4S to ^ good at 
PtaifiBS. 

These gains oCEset a foil at 
Telefonica, wtdeh lost PtadO 
to Pta4,790 on speculation 
that British Telecom of the 
UK would break Its alliance 
with the Spanish operator 
and compete directly in the 
Spanish marlr^ 

OveraU, the genmnl index 
ended 3.73 hi^mr at 713.77. 

COPENHAGEN was closed 
due to technical problems. 

Written and edtted by Jeffrey 
Brown, Jonathan Ford and Paid 
Gregen. 

SOUTH AFRICA 

Shares In. Johannesburg 
conttamed to gain ground on 
the back of good demand ftK* 
financials and Industrials. 
The all share tudex closed 
40.2 higher at ^097.2. 

Industrial pod <m 48.9 at 
7,878.9 and the financials 
index rose 120.0 to 11AI19.81 
in spite of a 15 cents dip to 
RlO.35 at Norwich Bolding 
whirii is the subject of a bid 
from rival life group African 
Life. Golds stayed weak, 
slipping M.4 at 815.4. 


Jakarta 
climbs 
on fall in 
rupiah 

Shares in Jakarta rose more 
than 2 per cent in spite of a 
jnmhihig mpiah, as fradign. 
investors bought into heaivy- 
w wi fot blue chip stocks with 
overseas dnal listings.- . 

The composite Index rose 
9.58 to 457.n. helped by 
atrong gains in Tdfcom and 
satellite operator Eddosat,- 
both of which have dnal Ust-- 
Ings in the US.. TogetliCT. 
tb^ aceownt for mm tiun. 
20 per cent of the nark^s 
capltalisatlon.~ Elsewhere, 
most issues esided lower. 

Tdkom gained l^p826' or 
10 per cent . to Bp8,525. 
Indosat advanced 16 . per . 
ent to close 1^1,800 U^er 
at RplSySOO. Boffi. gainiid ' 
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ground mainly due to for- 
eign interest as US-based 
bnyen bonifot aggressively 
to exploit the arbitrage 
onxntnnity. 

Anotiier irith a dual 1^ 
ing In'aie US, metals group 
Timbang Tixnah, also saw 
foreign buying and closed 
^p350 hitler at Rp73S0. 

Analy^ said the most of 
the bny^ activity involved 
hedge ftmds that had sold 
doUar-denomlnated shares 
in New York and wm seek- 
ing to boqr back local shares. 

The buying followed 
heavy Dells in .the n^iah, 
caused by • concerns over 
President Soluurto's .plan to 
institute a currency board in 
hidonesia. a move opposed 
by tihe 19IF, which has 
warned it may reconsid^ its 
$43btt Fescue package. 


EMERGING MARKET FOCUS 



gams 
will not endure 


Pairiafairrts stock market is 
likely to raouds subdued in 
the short tem. Althou^ 
the KSE^lOfl: index has 
added mora tiian 4 p^-cent 
over the past seven tradizig 
sesrionsititemar^ shows 
few ^'.a BtToog and 
sostaiaed recovery. 

Tlie' corporate sector is 
providing much of the good 
news.' Hub Power has been 
among the more active 
shares lat^. : driven by a 
better-than-expeeted divl- 
d«sid. Pakfeten Telecom too 
has been busy ahead of 
flnniTfli results, due later 
tifia month. Many analysts 
expect eamhiga growth. 

Yet good news froam two 
blue is unlikely to 
overturn the recent bear 
'spelL Sinice January.' a com- 
binatiou fen-out frean the 
Aslan crises, a weak out- 
lodc for parts - of the econ- 
omy and anxieties over the 
fidoie of Telattormwlth the 
IMF. have kq^ shai^ trad- 
ing within a narrow band. 

entile prime minister 
Nawaz Sharife government 
d raw s some comDort .frpm a 
sharp reduction in the 
country’s current account 
deficit, which sank to just 
over $60An for the first half 

of. the financial year, his 
critics say trends ebeudiere 
era hanUy-enconraging. 

Large-scale xnandfactur- 
ing is still showing little, 
sigh of recovering to. any- 
where "MT - the official ta^ 
get of 6 per cent annual 
growth, while recent losses 
in agriculture are bound'to 
hit consumers in\ rural 
areas, where almost 70 per 
cent a£ Pakistanis live. 

Views are also mixed on 
the extent to which Fakfe^ 
tan can draw comfort from 
rigns of relati'^ strength in 
its. eternal finances. 

Official faiiM gn esfichahge 
resent presently at abont * 
$1.3bn, are a^ost twice 
those of a. year ago, but 
many analysts say ' the 
me^um to Icsog-tenn out- ' 
lodk.temalns unccaiun. 

Such fears have only 
grown wttii dedsum 
Standard & Poqr’s last 
month, to change out- 
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look for Pakistan's 
long-term foieiga currency 
rating from “stable” to 
“n^ative”. 

' - Investors are also expec- 
ted to keep a dose eye on 
an IMF ffiiarin" currently 
Tistting Pakistan. The mis- 
sion must decide if it 
should recommend . the 
release of a $208m tranche, 
due fin* disbursement next 
TrwMvfti, as part of a glfeRm 
three- yea r loan programme. 

Anunar All -Quredti, an 
analiPst at HSBC James 
Capel,. said: “The IMF 
handle could be a helpful 
fector.” 

The IMF is said to be 
anxious about worsening 
tax coUeettoos, and the pos- 
slblllQ^ oi a laiger-4han-ex' 
pected bud^ deficit phis 
Mr Sharifs refusal in the 
past year to take unpopular 
steps, like increasing elec- 
tneny tazms. 

For the . 748 companies 
.listed on .tiie Saradd sto^ 
market, such economic 
uncertainties add to the 
weakening of overall senti- 
ment. Some analysts say 
the outlook may de^ud on 
the extent to which the 
gewernment can step up the 
pace of. privatisation. 

Mr Sharif is eager to see 
companies such as the 
FTCKj and portions of the 
Water And Power Develop-, 
inent AutixxlQr, the largest 
public sector power com- 
pany, being offered for pti- 
vatisiriion this year. 

Farhan Bokfaari 
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